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ACTION MEMORANDUM FOR THE ADMINISTRATOR 

THRU : ES 

THRU : A-AA/PPC, Mr. Larry Smucker
 

FROM : AA/NE, Alfred D.
 

SUBJECT: Authorization of $75 million to USAID/Egypt for the Provincial 
Cities Development Project (263-0127)
 

Problem: 
 Your approval is required to authorize a grant for $75,000,000 in
 
life of project costs to the Government of Egypt for the Provincial Cities
 
project (263-0127). 
 The project improves and expands the institutional
 
capacity of the Governorates and cities of Menia, Beni Suef and Fayoum to 
identify, plan for, budget, finance, design, construct, and maintain urban
 
infrastructure and services.
 

Discussion: The project supports the Government of Egypt's policy objective
of economic and administrative decentralization fostering growth poles and a 
more effective urbanization process at the secondary city level. The decen­
tralization policy is based on the assumption 
that increased local government 
responsibility for development activities will result in a more equitable,

self-sustaining, and a more efficient development process relevant to both
 
national and local interests. In 
 the context of this project the financial
 
and institutional capability of local government units will be expanded as a 
result of experence gained in the allocation and utilization of resources to 
carry out local urban development programs. This experience will be guided by
training and technical assistance in the identification and execution of urban 
infrastructure projects, and in the conversion of local resources into funds 
for their maintenance and operation, that meet the felt needs of these cities 
primarily low-income residents. In supporting the execution of these tasks at 
the local level, the project seeks to slow the growth of national bureaucracy 
in the name of local development. 

Programs in urban infrastructure services have been identified by each city
and by the project design consultants as having the highest, initial 
priority. Therefore, the project will concentrate on developing the water,
 
sewer and street systems of the three cities. The project allocates 
$20,000,000 per city, out of the total $75,000,000 for capital expenditures in
 
this domain. 
Technical assistance is buCgeted at $10,000,000, and $15,000,000

is earmarked for yet-to-be-identified future subprojects and contingencies. 

The project paper for this $75,000,000 grant was reviewed and approved by 
the
Near East Advisory Committee (N.E.A.C.), on August 6, 1981. To the grant
 

A. 
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authorization the*N.E.A.C. added both a Condition Precedent and a Covenant 

ensuring that maintenance and recurrent operating costs for infrastructure 
funded under the project would come to be assumed by the Government of Egypt. 

The appropriate congressional committees were notified of A.I.D.'s-intention 
to make this grant to the Government of Egypt and no objections were received 

during the waiting period that ended August 27, 1981. There are no human 
rights issues under Section 502B of the Foreign Assistance Act which would 
ptQclude provision of this assistance.
 

The project paper is attached for your information. 

Recommendation: That you approve the $75,000,000 grant by signing the 
attached project authorization.
 

Attachments: 
1. Project Authorization (263-0127)
 
2. Environmental Determination
 
3. Procurement Source Waiver for local cost funding of commodities 
4. Provincial Cities (263-0127) Project Paper
 

*Addendum to Action Memorandum 
Clearances: 
NE/TECH, LPReade Date 
NE/EI/E, GGower -Date . 
NTE/DP, BLangmaid Date 
GC/.E, TCarter Date 
GC, JBolton - Date '/.j / 
DAA/-E, AWhite Date 
AAA/PPC/PDPR, JEriksson Da te. 

S 7M
 



Addendum to Action Memorandum
 

During Project implementation, steps will be included to
 
assure that each subproject will be preceded by adequate
 
engineering design (including consideration of environmental
 
factors) economic analysis and cost estimates.
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U~NITED STATES GOTyNNLN-r 

)fenzo1'a ndum 
T : Near East Advisory Committee IDATE: July..30, 1981 

THRU : NE/TEtH, Mr! Lewis P. Reade 
nfoM : 	NE/TECH/SARD, Robert Mitchell
 

Project Review Committee
 

sLjcr.: 	 Provincial Cities (263-0127) Proj. 

The NEAC is scheduled to consider the attached PP and accompanying
 

Issues Paper on Thursday, August 6 in Room 6439 (See Agenda)
 

Atachments: As stated
 

Distribution: 
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ISSUES PAPER
 

EGYPT: PROV.INCIAL CITIES (263-0127) PROJECT PAPER
 

The PRC met on July 27 to review the Project Paper for Provincial Cities.
 
In addition to three issues, the Committee also brings four other observa­
tions to the attention of the NEAC.
 

ISSUE 1. Should AID Provide Local Currency Funding for O&M Operations?
 

Discussion: AID will fund $2.4 million equivalent in local currency for
 
O&M work; the GOE will supply $1.2 million equivalent (p.33). AID and
 
GOE funding for O&M go up after the third year, rather than trail-off, but
 
the 2.1 ratio is constant over the five-year LOP.
 

It would be possible to switch the $2.4 million in U.S. contributions to
 
capital costs and the GOE in turn switch its contributions from capital to
 
O&M. The Mission, however, informs the PRC that there are two reasons 
for
 
the prE it exception to Mission practice on O&M financing:
 

(i) O&M refer primarily to rehabilitation, which the Egyptian budget

system covers under Bab II. A sizeable but unknown portion of
 
the present project will be for rehabilitation work--that is, for
 
O&M.
 

(ii) Providing local currency for Bab II expenses gives the Mission
 
much greater control over the design and execution of planning and
 
training activities to take place under this project.
 

No Redtnmendation: The PRC has no recommendation to make on local currency

funding of O&M activities, but the committee feels this matter should be
 
brought to the attention of the NEAC.
 

ISSUE 2: To What Degree Should the Project Require a GOE Commitment to H.igher
 
Tariffs and Financial Viability?
 

Discussion: The long-range systems planning for the water supply and sewage
 
systems in the three cities will serve as the basis for detailed feasibility

studies, including the technical, economic, social and financial elements of
 
project design. At the present time, the PP does not provide any principle or
 
statement as to the financial objectives to be attained in the structure and
 
operation of the expanded utilities. It would appear appropriate that, con­
sistent with the decentralization concept underlying the project goal, that the
 
water supply and sewage systems be designed initially to provide a high degree

of financial independence in meeting operating and maintenance expenditure.;

(plus debt service, if relevant) without necessitating central GOE budget al­
locations.
 



-2-


Recommendation: That the Project Agreement include a covenant by the 
GOE agreeing to the principle of financial viability briefly noted 
above. That the approval and financial participation by A.I.D. in the
 
expansion subprojects be contingent upon the preparation of a staged
 
program to generate revenue, primarily from tariff (user..charges)
 
agreeable tb A.I.D.'that-is'consistent with this financial objective.
 

ISSUE 3: What Provision Should the PP Provide to Assure Compliance with 611
 
(a) Requirements? 

Di-scussion: The PP notes the weakness of both the municipalities and the
 
governorates with regard to their abilities to conduct feasibility studies and
 
formulate and execute different types of plans. In particular, it is not clear
 
that the Governors have the capability to decide whether subproject proposals
 
are good or bad. This weakness raises questions about whether the subproject
 
activities will be developed in a way to meet 611 (a) requirements. 611 (a)
 
requirements for program budget projects are met in several ways--for example,
 
by clearly establishing subproject selection criteria (with specified economic,
 
financial, technical, social, and administrative feasibility requirements), by
 
project implementation procedures, or by assigning responsibilities to a compe­
tent intermediary institution. The American consultant is to perform some
 
certification functions by helping contract for feasibility studies. But the
 
first subprojects will be initiated before the arrival of the consultant and
 
will not benefit from these studies and, again, there is no evidence from the
 
PP that the Governors have the capability to assess the appropriateness and
 
feasibility of subprojects.
 

Recommendation: The PRC discussed the advisability of requiring, through
 
a covenant or CP, the development of subproject selection criteria ac­
ceptable to AID that the steeiing committee would use to certify the 
feasibility and appropriateness of subprojects (see comment 3 below re­
garding the steering committee). The PRC did not arrive at a recommenda­
tion on this matter, but felt it should be brought to the attention of
 
the NEAC.
 

ADDITIONAL COMMENTS
 

Comment 1: Mission Management
 

Although the project will use FAR procedures, it appears there will still be a 
sizeable number of other contracts requiring the time of Mission management,
 
contract officers, and legal staff. This work load is not an issue relating to­
the present project, but the PRC felt that the manpower implications of the
 
project for the Mission warrants being brought to the attention of the NEAC.
 

Comment 2: Evaluation
 

The PRC reminds the Mission that the proposed evaluation should give attention
 
to the project's purpose (capacity-building), that a scope of work for the
 
evaluation is needed, and that the PP does not indicate how the evaluation
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results will be used by USAID and the Steering Committee--that is, whether
 
funds will be reallocated, whether guidelines will be changed, and whether
 
there will be some redesign. The PRC felt that evaluation and the uses to
 
which evaluation results will be put will serve as a "test" for the ac­
ceptance of T/A--that cities that fail to build their capacity.will lose
 
funds to the other cities that show more progress in utilizing their T/A.
 

Comment 3: Steering Committee
 

The PRC felt that the Mission needs to more clearly identify the policy
 
co6rdination and certification responsibilities of the Steering Committee
 
as well as the support services (and Secretariat) to be provided it.
 

Comment 4: Grant Application
 

The PRC reminds the Mission that the Grant Application is missing from the
 
PP.
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PIMOVINCIAL CITIES PR~OMI PAPFR 
263-0127 

I. Sminqry and Recuini.ndat ions 

a. 	 Project Title: 
 Provincial Cities Development

b. 	 Projcct NUttber: 263-0127
 
c. 	 Grantee: 
 The Goverment of Egypt

d. 	 Coordinating Agency: 
 Ministry of Planning

e. 	 In-plan'nting Agency: Governorates/Cities of Beni Suef, 

Menia and Fayoum
f. 	A lunt (Grant): U.S. $ 75 million 

G01E7: $ 25 million 
g. Life of the Project: 	 Five years

h. Total Project Costs: 	 $ 100 Million 
I. 	Goal: 
 To assist GDE achieve policy objectives in financial
 

and adninistrative decentralization.

j. 	 Purpose: Improve and expand institutional capacity of the 

three governorates of Beni Suef, Menia and Fayoun and their
capital cities to identify, plan for, budget, finance, 
construct, and maintain-urban infrast!ucture and services a 
the municipal level. 

k. 	 Project Description: The project will provide funds for

technical assistance in local adninistration and the design

and construction of infrastructure projects, particularly i
the area of water and sewerage. The latter primarily will
encaciass needed improvement of and extension of existing
water svstans, and waste water facilities to rreet the needs

the growing population through 1990. Early irrpact projects
will 	be initiated in street improvements.
 

1I. DErAILED PIC0JECl' DESCRIPTION 

A. 	 Background 

TAvo important structural changes 	taking place inEgypt, rapid
:rbanization and decentralization of government to 
local levels, provide

the impetus for this project. 

Lgypt 
is steadily becaning an urban society from a natural population

increase, as well 
as rural migration. 
The cities of Egypt, especially

Cairo and Alexandria are growing 	rapidly. 
 It is anticipated that by the
 year 2000, nearly 70 percent of the population will live in urban areas.
 

'this 	 trend has major implications for the Government of Egypt and localgovermnents in terms of meeting increased denands for public services,

und strategies must be developed to deal with these demands.
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nong, the strategies is the strengthening of local governents both in
 
terms of authority and in skills to nunage the urban growth and provide

essential public services. Tile Goverrm'nt of Egypt has initiated the
 
decentralization of authority to local goverrnent levels through a number
 
of laws which will assist in this process. In theory, these actions have
 
increased the authority of local goverrirants to make decisions and act
 
upon then without central goverrmnt intervention. In actuality, it will
 
take more than mere legislation to change the practices and attitudes
 
which have dcveloped fran having a long - standing centralized
 
goverrnnnt. Local goverrinents must begin to practice and test the newly
 
acquired powers which have been legislated until they gain the confidence
 
and experience necessary to carry them out effectively.
 

About a year ago, USAID had a series of meetings with the Minister of
 
Planning and his senior staff regarding the possibility of a coordinated
 
capital and technical assistance program in the larger secondary cities
 
of Egypt. At the suggestion of the Ministry of Planning, it was agreed
 
to explore the possibilities for such a program in the Northern Upper

Fgypt Regional Planning Area, which includes the Governorates of Menia,
 
Beni Suef, and Fayoum and capital cities of the same name, each with
 
populations exceeding 125,000. A meeting was convened inMenia, which
 
included the Minister of Planning, the three governors, a representative

of the Ministry of Local Government and USID representatives, to discuss
 
the further develovnent of program ideas centering on decentralization
 
and urban developinent.
 

The purpose of the meeting was to explore ways to strengthen the capacity

of the three provincial cities to discharge their increasing
 
responsibility in the areas of public infrastructure and services and to
 
seek the views of the governors on decentralization and urbanization.
 
The governors sumarized their views by stating that the people in their
 
governorates have a need to feel 
the benefits of develoxnent. These
 
expectations were divided into three catagories.
 

a. 'Theavailability and improved quality of public services;
 
b. The availability of basic cam-odities; and
 
c. The prospects for increased incane.
 

1'he proposed project focuses on the first of these categories.
 

The governors were inforned in May 1980 that USAID, in cooperation with
 
the Ministry of Planning was proceeding to select a consulting firm to
 
assess needs in the three capital citi*es. A contract was awarded to P.B.
 
Sabbour, a joint venture of the U.S. finn, Parsons, Brinckerhoff and the
 
Egyptian firm, Sabbour. Work was begun in Septenber 1980 and the final
 
report subnitted inMarch 1981. 
 In its study, P.B. Sabbour reported that
 
officials in each of the three governorates and at the minicipal level
 
overwhelmingly stated that their most critical needs were in
 
infrastructure with inproved water and sewerage systems 
as the highest

priority followed by an expnnsion and improvemcnt of the city street
 
network.
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B. Procram Strategy and Objectives
 

1. (iDE Ouiectives---Decentralization:
 

The ODE's cnitirent to decentralization of adninistrative and 
goverrnental authority and its objectives were stated in an explanatory 
imnorandum which preceded the issuance of the latest legislative 
initiative in this area, Local Goverrinent System Law (Law 43 of 1979). 
Airng the laws more important objectives are: 

a) The need to develop the capacity of local goverrlnents in order to
 
allow for the transfer of centralized authority to local
 
goverm ents, and 

b) The need to encourage local governnent units to solve problems
 
locally.
 

The Provincial Cities Project will address the efforts of the central
 
government at decentralization by supporting and strengtheniing the 
analytical, managerial, and financial capabilities of the '.hree
 
governorates and their capital cities and by planning and implementing
 
infrastructure inprovansYnts. 

2. Overall USAID Strategy--Relation to DSS:
 

The 1982-86 (M)SS includes decentralization as a nvijor objective of USAi) 
strategy in Egypt. This is consistent with the C)E's own objectives. 
Tlhe (JLSS also notes that a central mnageme-nt concern is the 
over-centralization of planning, design, and delivery of public 
services. US-\ID's primary objective on the managoTnnt side of social 
services is to support and accelerate W)E efforts to decentralize both 
its technical and firnancial mRnagenent. The intent is to finance locally 
targeted capital investments in basic infrastructure, particularly 
potable water and sewer improvnrnts in the rural areas and secondary 
urban centers of Egypt. This represents a basic shift in the focus of
 
social infrastructure investments towards a new range of targets 
including the secondary cities in the rural governorates, district towns,
 
and villages. The CJSS maintains that "this is a natural sequel to very
 
substantial investmtents ..... which are being made to Cairo and
 
Alexandria.... it is also a natural outgrowth of the strategy regarding
 
decentralization, and, finally, it is iritivated by a recognition that
 
considerations of social and economic equity warrant particular attention 
to social investnLnt in those areas wh'ich have be~n under-represented in
 
CU investment allocations." 
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3. USAID Related Project Activities
 

The Mission currently is addressing both urbanization and 
decentralization with a variety of separate and interrelated projects and 
studies. 

a. National Urban Policyi Study
 

This activity is directed towards analyzing settlement patterns for the 
entire country and is being designed to assist the GOE develop a National
 
Urban Policy through the year 2000.
 

b. Informal Urban Housing Sector Study 

An indication that rapid urbanization has overtaken the ability of the
 

government to meet social needs is the growth of the "informal housing 
rector", i.e. growth without goverrnent sanction. It has been estimated 
that over 70% of recent housing construction takes place in this sector. 
The objective of this study is to analyze the physical and financial 
characteristics of the informal housing phenomena to assist the GOE in 
planning a strategy for the future developnent of the informal housing 
sector. 

c. La..d Use/Infrastructure DevelcPment 

A major problem of rapid urbanization is the consumption of land without 
plannin , for its present and future use. This study has nmde an
 
invEntory of vacant land in Cairo and charted the patterns of growth.
 
Recomrer*nd-tions for the development of these lands will be made and it is
 
anticipated that a PID will be submitted in early FY 82.
 

d. Development Decentralization I (DDI)
 

Develornent Decentralization I was authorized in 1978 and currently
 
provides nearly $12 million for lending to village councils for income
 
producing cooperative projects.
 

e. Basic Village Services (BVC)
 

The Basic Village Services Project authorized inAugust 1980, provides
 
$145 million ($70 million LOP funding, plus another $75 million PL
 
480-Title III proceeds) to expand the capacity of nine Governorates and
 
some 500 rural villages throughout Egypt to develop and implenent locally 
selected, infrastructure projects.
 

/
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f. The Decentralization Support Fund
 

The Decentralization Support Fund Project was authorized at the saine time 
as the B3S project. This project provides $50 million for the 21 rural 
governorates to purchase the capital equipncnt necessary to expand and 
nvaintain local goverrnlent services in such areas as sanitation, health, 
transport, etc. based upon their own perceived needs.
 

These two separate themes - urbanization and deccntralizat:±:,n - are 
nerged in the Mission's Provincial Cities Development project and the
 
Neighborhood Urban Services Project.
 

4. Other Donors Related Activities 

Many multi-lateral and bilateral donors are contributing to a variety of 
activities in urban and rural development in Egypt. 7Ivo of these 
activities are of particular interest to US\ID's efforts relative to
 
local goverilent.
 

Since 1975, the UM4Al and the United Kingdan's Overseas Development 
Adninistration have supported technical assistance projects in the Canal 
Citics/governorates: Isniilia, Suez, and Port Said. The project goal
 
has been to aid in the decentralization process by building the capacity
 
of local governrixent to nanage its own developmient. 

Another significant effort for this project canes as a result of a recent 
(1980) World Bank study concerned with the Provincial Water Supply
 
Project carried out by a joint venture of two British firns, Binnie and 
Partners, and John Taylor and Sons in conjunction with an Egyptian
 
consulting finn, Dr. A. Abdel Wraith and Coopers and Lybrand. The report
 
examined tile needs of potable water for provincial Egypt, excluding
 
Alexandria, Cairo, and the Canal Cities. Mbst carefully studied were the 
governorates Beheira and Kafr El Sheikh. Anong its reccrrmendations were 
for the GUE to establish: 

- A High Council for Utilities, chaired by the appropriate 
Minister to set out coordinate policy guidelines for all water 
utilities and related water resource bodies. 

- A National Water Authority (MA), to coordinate policy nking 
and planning in the provincial water industry including 
setting standards and regulations and4providing technical 
services. 

- Public Water Conpanies (FR,2) - owned 70% by the governorate 
and 30% by the N%\. The PRNCs would operate as independent 
utilities detenning costs and setting rates ca-mensurately. 
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Project Implementation Unit (PIU) - to be set up within the 

Ministry to manage the overall effort and to eventually be 
absorbed along with - the General Organization for Potable 
Water (GOPW) as part of the NWA. 

Among the recent developments with regard to this project are:
 

- Presidential decree # 197 of 1981 has been signed establishing 

the National Organization for Potable Water and Waste Water 
Projects (Annex K) .* 

- In decree # 198 of 1981 the Beheira Water Company, with 
ability to set rates and retain revenues, has been established 
and will be functioning by July 1981. 

- A P'LU unit in GOPW has been formed which will carry out the 

proposed project. 

C. Problem To Be Addressed 

Although the decentralization of responsibilities to local governments 
over the past five or six years has been substantial, the process has 
been limited to some degree by several factors. First, there has been
 
some continuing resistance on the part of ministries and central
 
organizations to relinquish their prerogatives. Second has been the lack
 
of, although growing, capacity of the local governmental units to fully
 
plan for, implement, operate, maintain and manage their own activities.
 
Finally, budgetary resources, for both capital investment and operations,
 
has fallen short of actual needs of local government to expand their
 
services relative to population growth. The larger provincial cities are
 
no exception to the above.
 

The study done by the consultants covering the three cities selected for
 
this project, Fayoum, Beni Suef and Menia, indicates that none of these
 
cities has undertaken any long-term comprehensive systems planning for
 
their infrastructure needs, particularly at this relates to streets,
 
water and sanitation, and that the operation and maintenance of their
 
infrastructure needs to be substantially improved. Yet all three cities
 
have indicated that expansion and improvement of their infrastructure is
 
a high priority.
 

The consultants confirm that the water and sewer systems are totally
 
inadequate in terms of their capacity and condition to serve the minimum
 
needs of the cities. The street network system in all three cities is
 
generally of poor quality and covers a very limited area. Electricity is
 
handled by the regional electric authority and is not considered to be a
 
high priority problem. Housing, which is considered to be a major
 
problem, will not be addressed in this project except indirectly through
 
provision of services. Therefore, this project will concentrate, at
 

Subject to revision of title
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During project design work this became even more apparent. It 
also became apparent that the decentralization of water supply
 
development and operation, one of the two highest priority 
public service area.; identified by Menia, Beni Suef and 
Fayoum, had proceeded on another front as described earlier in 
the World Bank project to finance governorate level water
 
ccNxVanies which will absorb municipal systems.
 

Therefore, this prcject, as now desiqned, will take this into
 

account by providing some technical assistance at the 
covernoratt, level and will recognize thit the technical and 
capital assistance for water supply improvement and expansion
 
may eventually accrue to a governorate wide water coi:pany.
 
This is considered to be consistent with the overall goal of
 

decentralization. [esicn wcrk has also resulted in the
 
inclusion of high priority -ity streets as part of the project
 
financing in order to enable implerrr.ntation to proceed more 
rapidly and evenly. As mentinned above, other high priority 
items may be included to be responsive to city needs. 

b. Technical Assistance
 

The U.S. technical assistance will be provided under a direct 
AID contract with an American firm or firms in association 
with Egyptian A/E and/or mranaqement firms to provide 
engineering, planning and financial management services as a 
general consultant. The technical assistance will be designed 
to improve and increase the capacity at the local level t6 
develop and implement the necessary social infrastructure 
required by the three cities. Egyptian firms will be 
responsible for engineering design and supervision of
 
construction for subprojects. Contracting for these services
 
will be done by each city independently. 

As the general consultant, the firm will undertake some work 
directly and advise and assist each of the involved
 
departments in other components of the work. The basic
 
framework of the contract will be a text of Aerican and
 
Egyptian resident advisor at the municipal level but who will
 

also work with elements within the governorate. These
 
resident advisors will be generalists who will assist across
 
the board and will also act as liaison with the specialized
 
experts to be furnished under the contract. 

Because of the importance of getting work uhderway on 
comprehensive systems planning in water and sewers and the 
more sophisticated nature of this work the general consultant
 
will directly undertake this work. The consultant will also 
provide specialized short term expertise along with the 
resident advisors to assist th. technical departments of the 
cities in tha following: 
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initially, on the areas which 
the cities have identified as 

highest
 
least 

priority, inio'oving and developing 

the water, sewer and street systens 
of
 

leave the option open for possible
It will, hov.ever,
the three cities. 

other city capital needs if a 

particular priority situation should 
arise.
 

Goal and Purpose
D. Proiect 


the DE to achieve its policy

is to assist
this project
The goal of 


objective of econo-mic and adninistrative 
decentralization and to foster 

a
 

It will
 
more effective urbanization process 

at the secondary city level. 


help to expand decision nirking 
capacity on the broadest possible 

basis
 

through providing local governient 
decision makers with experienc" 

in the
 

resources and in developing the financial
 
allocation and utilizaticn of Such


their development programs. 

and other mechanisms to carry 

out 

increased local
the assumption that 


decentralization is based on 


goverrinent responsibility for development activities will 
result in a
 

a more efficient,
 
more equitable, self-sustaining, 

and, hopefully, 

interests.
to both national and local 


development process relevant 


to
 
The specific purpose of the Provincial 

Cities Development Project is 


inprove and expand the growing 
institutional capacity of these
 

identify, plan, budget, finance,
 
goveraoratcs and cities specifically 

to 


and maintain urban infrastructure 
and services at the
 

design, construct 


nunicipal level.
 

FjCF
1. ITHE P L 


I. kscript ion: 

a. General
 

The project will entail both 
technical assistance and capital
 

assistance, including costs for studies, 
engineering design
 

local government level, both to the
 
and supervision, at the 


governorate and to the municipality, 
in Menia, Beni Suef and
 

i'ayomn for public service infrastructure 
development,
 

The
 
primarily streets, water systems 

and sewerage systems. 


Grant Agreoic'nt will be flexible enough to permit 
other items
 

i.e. health or camnunity centers, 
if a high
 

to be financed, 

The aim is to be responsive 

to
 
priority need should arise. 


level as perceived by the
 
the irinicipal
needs at 


municipalities themselves provided 
the identified needs are
 

consistent with sound social, 
econanic, and-egineering
 

considerations.
 

intended
 
As originally conceived in the PID, tht project was 


the city level although

its efforts directly at 
to fbcus 
 resource control take
 

recognizing that certain decisions 
and 


It was also recognized that
 
place at the governorate level. 


the degree of governorate involvement 
varies in the different
 

the governor himself
 
governorates depending on such 

things as 


and on staffing capabilities.
 



Preparing tne scopes of work, selection of consultants and 
contracting for feasibility studies and for preparation of
 
final designs, cost estimates and bid/contract docrnents for 
those projects selected to go forward. Will also assist the
 
cities in supervising this work and in reviewing the final 
product. 

Preparing the scopr" of work, assisting in the selection of 
EFgyptian consultants and contracting for supervision of 
construction for those projects selected to go forward. 

Assicting in the bidd3ing process, reviewing bids, as-isting in 

selecting th)e contractor and the contracting for the 
con:truction of ind.ividual projects.
 

Preparing s uecifications, bid documents, reviewing bids, 
recomnending awards and contracting for major items of 
equipment, i.e., water treatment plant equipment, if necessary. 

Doing a detailed assesm..nt of the technical/engineering 
capabilities in each city, recommending a specific training 
program, and assisting each city in carrying out the training.
 

Assisting in.the improvemenrt of operating practices relative 
to maintenance of the water; sewer and street systems.
 

A.ssisting in the improvement of management and administrative
 
practices relating to organization, planning, information
 
systems, personnel management and financial management of 
infrastructure services. Of particular importance in this
 
category isthe establishment of cost accounting systems,
 
improvements in the budgetary process and the introduction of 
more realistic charges i.e. what revenues for water should be
 
and what the city might expect to charge, perhaps recomrending 
a phased approach over some period. Management information 
should include relevant socio/economic data necessary for 
planning and setting chiarges. 

It is anticipated that there will be a headquarters office of 
the general consultant located inCairo to coordinate the 
activities and programs among all the interested parties. In 
addition to the staff inCairo and the long-term resident
 
advisors in the cities, short-term expertise will be provided
 
as required.
 

c. Capital Assistance
 

Jider the decentralization goal of the project the capital components to 
i* financed under the overall project will not be determined until the 
project is underway. An order of magnitude projection of each city's 
needs in streets, water and sewrage until 1990 was contained in the PB 
Sabbour report and is outlisted in Section III, A and Annex M. The 
proposed AID financing is within the projection of needs. 
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In providing the capital assistance a system will be established to
 
determine the criteria and procedures to be applied in the selection and
 
execution of sub-projects financed under the project. This will assure
 
that feasibility studiies including prelim:inary engineering, financial 
information and reasonably firm cost estimates are available before a
 
decision ismade to ge forward on a suh-project. The feasibility studies
 
will also include economic and social considerations, maintenance 
capacity, availability of support requirements such as power and 
environmental considerations. Costs for such feasibility studies as well 
as the costs for final design and supervision will be part of the capital 
component of this project. 

The P.B. SabOteur report recomnended that mjor new projects, including 
treatment plants for water and sewers, not be undertaken until long term 
system. plans for water and sewer have been completed. These long term 
plans, to be done by the general consultants, will form the basis for the 
feasibility studies in water and sewers described above. Such a process, 
however, while constituting an econcrically ano technically sound 
approach, obviously will take time before any physical conctruction gets 
underway. 

At the time the PIn) was prepared, it was thought that each of the cities 
had certain high priority water and sewer projects ready to go and that
 
only financing was lackirn. On the assumption that these sub-projects
would clearly fall into any long term systems plan, they were to 
constitute the initial project financing. However, during the project
 
design it has turned out that there are no projects of this nature ready
 
to go.
 

In order to get some physical components of the project underway as
 
quickly as possible as a demonstration to local government officials of
 
the GOE's responsivness, the oroject design team developed a series of 
quick impact sub-projects whic.h will be economically and technically 
sound, which are considered high priority by local officials, and which 
can get off the ground guickly.
 

These sub-projects will include street paving, rehabilitation of the 
existing water and sewer systems, and construction of high priority new 
access roads, water distribution and sewer collector networks. One of
 
the highest priorities will be to perform a leak-detection analysis,
 
testing and repair program to reduce subs.tantially known or suspected 
potable water losses in each of the cities water supply systems. These 
projects will be appraised initially by USAID staff as to their economic 
and technical adequacy to ensure that they will clearly fit into the 
longer term systems. 

By including a substantial element of street paving and new street 
construction in the project to supplement financing for the water and 
sewer systems the total size of the project has been expanded to $100 
million including the GOE contribution. As mentioned above, the Grant 
Agreement will permit the financing of other components of piblic capital 
projects if determined to be of high priority during project 
implementation.
 



2. Cost 

The exact composition of the capital components of the project has not 
been agreed to at this time. The breakdown between cities, howver, has 
been initially set at $25 million with $10 million for A/E consultant 
contracts for U.S. and Egyptian firms. 

An illustrative breakdown of the project is shrx..rn below: 

SMillion
 

Technical Assistance (U.S. & Egptian A/E) 10.0 

Meni a 25.0* 

Beni Suef 25.0*
 

Fayoum 25.0*
 

Other unallocated subprojects plus a reserve 15.0 
for contingencies and inflation 

$ 100.0 

3. Implementino Agencies
 

The respective city goverr-Tents working through various departments will 
be the primary implementing agencies involved in the proposeJ project. 
This will include the engineering department (water, sewer, streets) as 
well as the planning, budgeting, financial and personnel functions along 
with the executive council (headed by the mayor) and the elected 
council. Recognizing that the governorate plays a very strong role in 
each instance in supervising municipal activities and, in some cases, 
providing staff support, the governorate operations, which have a similar 
structure to the cities, will be involved in and benefit from the 
project. The analysis of these relationships and the organizational 
beneficiaries are described in detail in Section III B and Arnexes G, and 
0.
 

From the central government level, the Ministry of Planning will be the
 
key agency. Representing its interests at the governorate level will be
 
the Regional Planning Office, physically located in Menia, and covering
 
the Northern Upper Egypt Planning Area (Menia, Beni Suef and Fayoum). A
 
Project Steering Cormmittee (PSC) for the project will be established by
 
the Ministry of Planning and will include other involved central
 
ministries and agencies as well as the three governors or their
 
representatives.
 

* Adjustments in allocations anong each city may take place during 

the life of project, particularly given incremental funding that will 
occur. 
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F. Achievcaxivnt of Oj,,cct ives 

1. Current Situation
 

The public infrastructure develo-rent and operation of each city is
 
approached, in the first instance, through the annual budgetary
 
process. The city excecutive council, headed by the mayor, prepares a
 
list of iteus which it wnnts to finance during the coming fiscal year 
without guidance fran the central goverrnixnt. The budget planning is 
done without the benefit of plans and sc.iewhat general cost estimates.
 
These proposals are approved by the elected city council, and forwarded
 
to the governorate level which has a similar organizational make-up.
 
They are then incorporuted into the overall governorate budget for
 
submittal to Cairo. 

The fact that the capital as well as the operating budgets have two major
 
caponents (the headquarters budget which is under the control of the
 
governorate and various "directorate" sub-budgets) caiplicates this
 
exercise. The directorate sub-budgets are coritrolled by the
 
representatives of various central' line ininistries who are located at all
 
levels of local goverrircnt, including the city, and serve or the
 
executive councils.
 

Therefore, even when the final budget allocation ismade from the
 
central goveraint, only.a portion is under the direct control of the 
governorates. lkb t of the reirc;inder is allocated directly to the central
 
ministries for use in their activities aduinistered at the local level 
and are subject to the decisions of the central ministries as to where
 
tile allocations are made.
 

At tihe present tite, when funds are allocated by the central government
 
to a local goverrn,ent for headquarters functions i.e. those funds not
 
controll'ed by the line ministries, they are allocated to the governorate
 
for sub-allocation to the different ninicipal, district and village
 
councils. In the case of appropriations for capital investments, which
 
are different from personnel and operating costs, all cash accounts are
 
maintained at the governorate level arid disbursenents are then made to
 
local goverrnent units responsible for execution of the projects.
 

Co ipounding the overall probla is the fact that the collection of
 
revenues at the local level, e.g. metered water and property taxes, is
 
not taken into consideration by the ministries of.Planning and Finance in 
allocating budget resources. That is," revenues are remitlted directly to 
the central goverlmnnt and tie final allocation of resources to a
 
governorate does not relate to what revenues have been collected and
 
submitted either as a general ntter or as related to specific
 
functions. Forlinstance, water rates, which are set by the central
 
goverri ent, are highly subsidized and unrelated to costs. In fact, the
 
cities' accounting systans do not pennit them to ascer'.ain what actual 
costs are for any of their services. 
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Thus, the budget allocatiops for capital investment in city
 
infrastructure are not made within the planning context of a long term 
investment plan for any of the components nor do they relate to what is 
reqruested.,I 

In addition, the execution of capital projects such as water filtration
 
plants, sewerage treatment plants and force mains, as opposed to the less
 
complex distribution and collector systems, are done by the General
 
Organization for Potable Water (GORW) and the General Organization for
 
Sewerage and Sanitary Drainage (GOSSD) under the directorate budget of
 
the Ministry of Development, Housing and Land Reclanution. Generally,
 
however, this execution has been very slow in the past, even when 
financing was approved. Liaison with local personnel is usually at a 
minimum. This is one of the'problems which this project will address.I 
There has been some precedent set by the 1980-81 capital budget for the
 
Menia Governorate headquarters budget which contains LE 2.4 million for
 
potable water supply expansion outside the capital city, an amount that
 
previously would have been part of the Ministry of Housing's directorate
 
budget. The most significant development in this regard has been the
 
decrees establishing an overall National Organization for Potable Water
 
and Waste Water Projects (Annex K)* (to eventually replace GOlW and
 
GOSSD) and a public water company in Beheira Governorate with World Bank
 
financing. While itwill undoubtedly be some time before the public
 
water company concept can be established on a national basis, it is a
 
major policy change.
 

In sunary, according to the PB Sabbour analysis of the technical 
capacity of the cities, which has been confirmed during the project 
design period, there is currently insufficient technical expertise and
 
experience at either the city or covernorate level to execute the design
 
or construction of large and complex projects. The cities or
 
goverriorates are able to carry out smaller projects involving street
 
construction and paving, water and sewer mains and the distribution and
 
collector systems. There is a nucleus of competent personnel but it is
 
limited in number. It is this aspect that the general consultant
 
described earlier will address.
 

The operations and maintenance of the cities' public infrastructure, 
including water and sewage plants, is the responsibility of each city. 
With regard to street paving, standard plans and specifications are used 
and appear adequate. From a management standpoint, the same technical 
personnel involved in capitai project development and execution are 
responsible for operations and maintenance. Here again, the nucleus iE 
good but the numbers of trained personnel are short. 

The result, detailed in Section III A., is that the operation and 
maintenance of public infrastructure at the municipal level needs 
considerable improvement. This must occur concomitantly with any 
significant capital expansion.
 

Subject to revision of title
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From the managerpnt side there is a basic lack of rec.crds to provide 
necessary information for management. There is no cost accounting system 
to adequately determine unit costs: relative to a particular aspect. 
Personnel management relative to infrastructure provision and operations 
must also be improved. In terns of planning for and implementing their 
major infrastructure needs the cities are currently subject to the
 
priorities, for both budget and implementation, of the central government. 

2. Intended Results
 

The project is expected to result in a long term comprehensive capital 
plan for the two major items of urban infrastructure, water and sewerage, 
and a more rational approach to planning new street construction and 
maintenance of existing streets within the cities. It is intended to do 
this within the context of enhancing the cities' own capacity to develop 
these plans and at the same time budget for them in a systematic way. To 
provide the basis for achieving this, approximately $25 million will be 
provided each city tc finance its priority infrastructure needs, 
currently identified as water, sewdr and streets, along with financing 
-or supplemental technical assistance. 

This project will enable the city to develop its own capability to 
contract for the design and construction of work utilizing contractors of 
its v,- choice, and, thus, gain the experience to carry on these 
nctivities in the future. It is also intended to result in the increased 
apability of th-.e cities to operate and maintain their systems at a level 

not now attained. 

The above intended achie%ements are specific and should be attainable 
.:ver the five year life of project. However, just as important and mre 
$ifficult tc pinpoint are sub-goals relative to revenue generation. This 
project intends to approach this aspect on a "best efforts" basis. It is 
intended that a start will be made to address this other side of the 
:ities' infrastructure operation, that is, generation of revenues
 
internally to finance and operate the services to lessen dependence on
 
:he central government. This start will entail the establishment of a 
cost accounting systern that will enable the cities to ascertain the
 
-ctual cost of providing services, i.e., economic and financial; for
 
instance, ,liar it costs to produce a cubic meter of potable water. A 
realistic short term goal will be to quantify su nsidies and identify the 
recipients. The eventual goal, albeit ng-term, is to have te city 

::harge for, collect and retain at leas= a significant portion of these
 
costs in order to develop and operate their o'n systems. The financing
 
cf sewers and streets is more difficult conceptually and may have to come
 
'rom general revenues or some type of surch-arge. The imTportant thing is 
t. develop a methodology. 
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The World Bank project mentioned above has already established the 

precedent of beginning to put the provision of potable water on an 

econauic basis through the fonration of water carpunies at the 

governorate level. Heavy subsidies wvill still be involved but their 

exact cost will be knmwn. The intent is to have the central govermient 
tile level of subsidies and or governorate iiuike a conscious decision as to 

These are steps in the right direction and,
reinturse the water caipany. 

efforts in Menia, Beni Suef and Fayoum.conceptually, should influence 

If a decision eventually is nade to absorb the water supplies of the
 

three cities covered in this project into governorate - wide water 

callanies in the future, the iniprovements made under this project can be 

incoporated easily.
 

III. P-OJE71' ANSIS 

A Technical Annivsis
 

1. Introduct ion: 

This technical analysis is based primarily on work done by the 

Egyptian firm PR Sabbour, a joint venture of the firms of 

Parsons Brinckerhoff and Sabbour, under contract to USAID for 

a prefeasibility study of this project. Field work during 

project design concentrated on corroborating and expanding the 

PB Sabbour work. lle cities have identified water, sewer and 

streets as their highest priority needs and these are the 

elanents which T'LSabbour reviewed. This section of the 

report focuses on these three elanents. 

In general, thc growth of Nknia, BSeni Suef, and Fayourn has 
the existing infrastructure to
outstripped the capacity of 

provide adequate services. Each of the cities has a public 

water syste*: owned and operated by the city. In the case of 

Fayoun-i the city water treatnnt plant is supplenented by a 

WIJM, plant which was originally designed to serve the rural
 
nowareas of the governorate but part of the output is used by 

Each of the cities alsothe city because of the city's needs. 


has sewage treatim nt facilities. In both water and sewerage, 
the city least
 coverage is inadequate with the poorer areas of 


the street system, itserved. The saii, thing can be said of 

being inadequate both from the coverage standpoint and in
 

terns of paving. The principal responsibility for streets, 
of national inportance, is atthe governorateexcepting ronds 
the three cities is staffed for street-related
level. None of 


work other than limited maintenance.
 

II 
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Planning for future expansion has been alnost non-existent, 
being done on Ln adltoc bisis, prixnarily because of the 
uncertainty of funds arid the lack of planning expertise. 
Operation and niiintenance, while in scme cases remarkable in 
tenls of the age of the water and sewage treatnent plants, is
 
again ha:pered by budgetary prublemis, the lack of staffing and
 
lack of planning.
 

2. Existing Infrast,'ucture: 

a. 1%Xnia. 

(1) WAter SupplV: 

M, ter ,tjpply for Menia canes fron three sources; the Nile 
river, the ibrahimia canal, and four wells located throughout 
the city. Ainia's water supply was developed in three stages,
 
I;inly in 1927, and 1964. In the third stage (1970 and 1975), 
four wells were added. According to the P.B. Sabbour report 
the 1927 filtration plant is close to the end of its useful 
life. Mbst carponents of the 1964 plant are in good operating 
condition and, with sane rninor nodifleations and 
rehabilitation, can serve for many years. Direct pumping of
 
well water into the systenwithout treatr.ent results in poor 
quality in this case. Additionally, lack of treatment could
 
be a probliisince pollution of wells frcan surrounding 
conditions is possible and probable.
 

(2) Sever ,g e: 

Existing Facilities: ,'-,,Age facilities for M'u.ia were 
constructed in the ealt- 1960's and began operat;ng in 1966.
 
The systan includes four pLirping stations with a total
 
capacity of 795 LPS, a collection system and force mains. In 
1975 a new pil)irgn station with 270 LPS capacity and a 
connection system was constructed in previously unserved 
areas. New house connections inmany areas of the city have
 
since been n-ade. About 35 percent of the city is now served 
wi th sewers.
 

(3) Streets:
 

The city of Menia contained approximately 70 kilaneters of
 
streets in 1980 of which approximately 24 kni. were paved. 
Streets are in fair to poor condition, with extensive
 
upgrad i ng necdcd. 
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b. Beni Suef 

1) Water SupplV: 

Wrter supply, treatment and distribution facilities wert 
developed in Beni Suef in several stages. The original
 
treatment plant with a rated capacity of 60 LPS was
 
constructed in 1907 and is still in operation. In 1949, this
 
plant was expanded by 100 UI'S and a second expansion in 1975
 
added 50 LPS, giving a total capacity of 210 LPS.
 

Filters and underground storage from the 1907 carponent of the 
plant have severe structural deterioration ahd are at the end
 
of their useful life. This facility should be abandoned and
 
dismntled as soon as the new plant, now under construction, 
is in operaLlon. A new plant with a 200 LPS rated capacity is
 
now under construction. Ccnxletion was scheduled for January 
1981 but will probably not be carpleted until at least the
 
fall of 1981. Sufficient property exists in the plant area to
 
expand to a future capacity of 600 LPS. Absence of standby
 
punr:ing capacity, elevated storage and energency power will 
preclude this plant froin operating at its rated capacity. 

The distribution network suffers fron deterioration and 
excessive pressure loss due to age and corrosion, insufficient
 
grid closurc'inains and inal 1 nin sizes. Also, there is 
virtually no elevated storage in the system. 

(2) Se'.:erage: 

Sewage disposal facilities were first built in Beni Suef in
 
1958, and they have been extended in snall increments several 
times. T7he principal needs in Beni Suef are to extend the
 
sewer system to lower income families not currently serviced 
by sewer lines.
 

3) Streets: The city of Beni Suef containes approximately 80
 
kilcmeters of streets of which approxi'ately 30 are paved. 
With the excepticn of the partially built ring road, all paved
 
and unpaved streets within the city are in poor condition.
 

c. 7avouin 

(1)Water Supply: 

Fayoun water is delivered froin two tredtMent plants, located
 
on canals. Both canals draw water from the Nile River,
 
upstream of Lleni Suef. 
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The Kohafa water treatment plant, owned and operated by the
 
city furnishes 200LPS to the city. The plant was originally
 
constructed in 1927 and was expanded to its present capacity
 
in 1965.
 

The El Azab Plant, located southeast of Fayotrn, is owned and
 
operated by the GORV. It serves the entire governorate area
 
as well as the western part of the Beni Suef Goverorate. At
 
present, the El Azab plant furnishes about 250 LPS to the
 
city. The delivery is intermixed with water from the Kohafa
 
plant. Construction of the original portion of the El Azab
 
filtration plant was ccnpleted in 1940 and expanded in 1963.
 

The Fayoum distribution system was constructed in 1926 and
 
expanded moderately since that time. It is in relatively good
 
condition considering its age but needs to be upgraded to meet
 
present day needs.
 

An expansion of the Kohafa plant would firm up Fayoum City
 
capacity and would release 250 LPS from the El Azab plant for 
use elsewhere in the governorate. The distribution system in
 
the Fayoum area can handle this additional capacity since it
 
was originally designed to convey larger flow rates.
 

(2)Sewerage: 

Fayorn's sewer network was originally constructed in 1936, and
 

the treatnent plant was canpleted in 1938. Minimal expansion
 
has taken place since then with the exception of the addition
 
of sludge drying beds. Large areas of the city which are 
available for development are not serviced by the sewer
 
systeni. 

Two force mains convey the sewerage to the plant. The two 
putping stations appear to be reasonably well maintained, but 
maintenance at the plant was neglected to the extent that only 
one-fifth of the sewage could be treated, being discharged raw 
into the drainage canal. 'le drainage canal flows through the
 
north portion of Fayotrn and anpties into Karoon Lake, which 
has no outlet.
 

A new plant with 40,000 M3 per day capacity, with a flow of
 
460 LPS, supposedly had bein bid by CDSSD and'site clearing
 
carpleted. Tie plant, consisting of primary sedimentation,
 
biological treatment with mechanical aerators, final
 
sedimentation, chlorination and sludge'drying beds was to be
 
in operation within the next few years. However, during
 
project design it was ascertained that financing was not
 
available.
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(3)Stre!ets: 

The city of Fayoum contains approximately 85 kilaeters of
 
streets of which approximately 25 are paved. The most recent
 
paving is reported to have been at least five years ago, and
 
all streets are judged to be in poor condition.
 

3. 	 Surery Infrastructure Needs
 

In sumnry the consultant confirmed that the water and sewer 
systems in the three cities are totally inadequate and the 
street network is generally of poor quality and covers a very 
limited area. PB Sabbour as part of its feasibility study 
work prepared an estimate of infrastructure needs in each of 
the three cities. These were done on an order of magnitude 
basis for illustrative purposes because of the need to Ijust 
to the priority requiraiients of the Governorates/cities during 
the irnplenentation. They were slightly more detailed for 
water and sewer but are more general for street requirm-ents. 
The P13 Sabbour report formned the basis for the cost estimating
 
in this project paper. l-owever, we recognize that components 
may change as the master plans and subprojects plans are 
developed in detail. A description of the PB Sabbour 
estimates are contained in Annex P. 

4. 	 Canabilitv Phd Availability of Personnel For
 
Design, Supervision and Construction
 

Design capability for infrastructure at the municipal level is
 
alnost canpletely lacking. The limited nunber of engineering 
personnel of the governorates and cities are fully occupied in
 
the performance of their recurring duties and could not 
undertake the added responsibilities for system design, 
preparation of specifications, and supervision that the 
irplenentation of this project would require.
 

To meet this need, a general consultant under a direct AID 
contract, and Egyptian A & E finns will provide engineering, 
planning and financial nanagement services to the governorates 
and cities. The assistance will be designed to improve and 
increase the capacity at the local level to develop and 
implement the necessary infrastructure required by the three
 
cities.
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5. Operations and Maintenance 

Many of the existing operating practices found in the cities
 
are good. In fact, a number of them are exceptionally good

given the antiquated equipment and plant and the absence of 
various types of automatic recording and monitoring equipment 
ordinarily found in waste and sewage treatment plants.
 

With respect to two of the three infrastructure components 
being addressed in this project, water, sewer and streets, 
water is the most complex when it comes to operating and
 
maintenance requirements, followed by sewage. In general, the 
operation and maintenance of public infrastructure at the
 
municipal level needs considerable improvement.

I 

Basically the maintenance problem narrows down to a shortage 
of trained professional personnel and budgeted funds for 
replacement parts, supplies (including chemicals for 
flocculation and treatment) and staff expenses. To address 
the personnel problem, each of the cities will be required to 
recruit additional technical staff who will be given training
 
under the supervision of the general consultant (see Annex J
 
draft scope of work). To ensure that there are sufficient
 
funds to cover the cost for replacement parts and supplies,
 
1-10% of each sub-project cost will be added for operations

and maintenance. Annex N provides a more detailed account of 
the O&M needs for this project. 

J
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6. Summarv 

From the above discussion, it is apparent that the
 

requirements of repair, upgrading, provision of new plant,
 

equipment, spare parts, paving, resurfacing, sewer collector
 

pipes, high pressure water pipes, pumping stations, filtration
 

units for water and sewage treatment and a variety of other
 

tasks have been examined in detail by PB Sabbour, although not
 

exhaustively.
 

Section 611 (a)of the Foreign Assistance Act of 1961, as
 

amended, recuires that no obligation of funds in excess of 
$100,000 may be made for a project where substantive technical 
or financial planning is required until engineering, 

financial, and other plans necessary to carry out such
 

assistance and a reasonably firm estimate of cost to the 

United States Government providing such assistance have been 
completed. 

In the proposed project, the focus, for purposes of 

determining whether the requirements of Section 611(a)(1) have 
been met, must be on the adequacy of the planning which is 

required to improve and expand a continuing capacity in local 

units to plan, organize, finance, implement and maintain 
locally chosen infrastructure projects and the methodologies 
of achieviig these ends. The project paper sets forth in 
detail the background, analysis and chosen strategies which
 

reflect the extensiveness of planning which has taken place in
 

support of this activity and provides cost estimates along
 

with analyses of that data.
 

Although the subprojects themselves will require utilization
 

of some $73,000,000, they have not as yet been firmly
 

identified and, therefore, no specific analysis of individual 
subprojects can be made prior to the obligation. In any
 

event, however, for purpose of Section 611(a)(1) requirements,
 

the primary focus of this Project is that of furthering 
decentrali7.ation and, in particular the improvement and 
expansion on the specified Governorates and cities of the 

capacity to identify, plan for, budget, finance, construct and 
In this respectmaintain urban infrastructure and services. 


the Project Paper goes into great detail on the background,
 

analysis and chosen strategy which reflect the extensive
 

planning which has been done to establish a system including
 

Government and administrative authorities under which the 

subproject aspect of the project will be carried out. The
 

Implementation Plan establishes a system and a procedure under
 

which this project will be carried out; and including (1) mode 
of development of criteria .for selection of subprojects, (2) 
the procedures and metnods to be followed by the cities for 
procurement of go-ds and services, (3)the requirement that 

short and long term comprehensive plans be developed for each 

city and (4)the procedures for project financing and 
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accounting. In Annex M, illustrative estimates made by field 
studies have been provided. The ImpleuTentation Plan sets 
forth the types of subprojects to be financed and the 
associated yearly allocations and cost estimates. In 
addition, the system will be evaluated and inproved as the
 
project progresses through the technic--I assistance to be 
provided. 

B. Administrative Analvsis 

AlL ough the roles of the organizations listed below attempt 
to show interlocking relationships among each group, they are
 
nonetheless complicated. A fuller description and discussion
 
of the processes of the development of the budget requests and 
its ultimate formation is given inAnnex 0.
 

The coordinating agency for the Provincial Cities Development
 
Project will be a Project Steering Cnnittee (PSC) composed of
 
representatives from the various levels of government: the
 
Central Ministries, the Governorates, and the Cities. A
 
detailed description of the PSC's duties isprovided in the
 
Implementation Section. The committee will review
 
sub-projects developed by the general consultant in concert
 
with the governorates and the cities. A description of
 
contemplated members and their current roles isdiscussed
 
below.
 

1. Organizations I ,volved
 

a. Ministry of Planning (MOP) 

The budgetary and planning process for the Government of 
Egypt is both a top/down and bottorr/up procedure. 

This central Ministry of Planning has been the key contact 
since the conception of the Provincial Cities Development

Project over a year ago. It isanticipated that the MOP 
will continue to play a pivotal role on the PSC.
 

Both the planning and budgeting functions lie at the
 
foundation of genuine decentralization. While local
 
government laws have been legislating additional
 
responsibility over these functions to the local
 
governments, the Ministries of Planning and Finance still
 
play a major role in the allocation of funds to the local
 
level and thus, have an impact on those levels. It is for
 
this reason that their coordination and advice is deemed
 
crucial for the success of this project.
 



-23-


At the National Level, the National Investment Budget request
 

is suhnitted to the National Asserbly for approval. Before
 

this is done, the Ministry of Planning breaks down the National
 

Investment Budget. Part of this budget includes the capital
 

(BAB-3) which will be allotted to the governorates for
sumns 

investment. 

At the saie tine the National Investment Budget Is being
 

developed, the budget process at the municipal and governorate
 

level is also on-going. Municipal departments prepare their
 

requests for the three budgets, or BABS (meaning "doors" in
 

Arabic; corresponding to Chapters or allotments): BAB-l'
 

(personnel); BAB-2 (non-personnel supplies, operations and
 

maintenance) and BAB-3 (capital expenditures). These are
 

submitted to the local elected councils to be approved (see
 

Annex G for a description of Local Goverrnent Organization).
 
Only BAB-3 can be adjusted; the others remain firm. Once
 

approved, the budget requests are submnitted to the Governor and
 

his elected council.
 

The Governor goes through the same process, assembling
 

infonrnation and requests from all the ninicipalities in his
 

governorate. He then sutmits the approved budget requests of
 

aB-1 and .B-2 directly of the Ministry of Finance in Cairo.
 

On the other hand, he sub'nits his BAB-3 request to the regional
 

planning officer fron the Ministry of Planning located in his
 

governorate. Th1e regional officer adjusts the D\B-3 budget to
 

fit others in the stune region and then subunits the regional
 

U\13-3 to the \IY? in Cairo.
 

the total
At the National Level, the MDP trims the BAB-3 to fit 


- national investment funds available, and subnits this to the 

People's Council for final approval. Once approved, BAB-3 

funds are deposited to the National Investment Bank (for the 

first time this year) in the name of the Governorate, along 

with the list of those projects which have been designated to
 

be funded. These funds are earmarked for specific projects and
 

consequently can be carried forward into the following fiscal
 

years without reverting to the Ministry of Finance (the fate of 

unused BAB-l and 13AB-2 funds). 

,
 1 
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b. tinistrv of Finance
 

In addition to the Ministry of Planning, the Ministry of
 
Finance has a key role in the allotment of funds to the local
 
government units. At the National Level, as mentioned above,
 
the BAB-l and BAB-2 budgets from the governorates are
 
submitted to the Ministry of Finance in Cairo. The MOF then
 
meets with the governorates and their elected councils to
 
discuss levels of funding to be authorized. These levels are
 
made on the basis of the Ministry of Finance's estimate of
 
total GOE resources and are not related to estimates of
 
revenue collection by the governorates.
 

c. Ministry of Development, Housing, and Land Reclamation
 

Under this Ministry are two organizations which are important
 
to this project: the General Organization for Potable Water
 
(GOIq) and the General Organization for Sewerage and Sanitary
 
Drainaqe (GOSSD). A description of their present functions
 
follows. As previously mentioned, in March, 1981 presidential
 
decree #197 created the new organization: the National
 
Organization for Potable Water and Wastewater Projects which
 
will eventually absorb the functions of these two
 
orqanizations (Annex K).
 

GOI:
 

This organization was formed under a presidential decree and
 
operates eleven regional water supply systems. It has a staff
 
of 760 based in Cairo and 3100 based at the treatment plants
 
where it is responsible for plant and network operations,
 
maintenance, and customer services. In larger municipalities
 
such as Menia, Beni Suef, and Fayoum, which operate and
 
maintain their own water systems, GOPW is responsible for
 
project planning, design, and construction.
 

GOSSD
 

This organization currently plans, designs, and constructs
 
sewerage systems throughout Egypt with the exception of
 
Alexandria (A/GOSD) which has its own organization. GOSSD
 
employs some 12,000 people. It is interesting to note that
 
GOSSD contracts to local A/E's and construction contractors
 
for the design and construction of major sewerage works.
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d. The Governorates. 

Acninistratively, Egypt is divided into 26 governorates,
 
presided over by a Governor with Ministerial rank appointed by
 
the President. Since 1977, the country has also been divided
 
into eight regional planning areas presided over by a High
 
Comittee for Regional Planning in each region. Members of
 
the cainittees include the governors, the representatives of
 
various ministries and the head of the Regional Planning 
Authority which is part of the Ministry of Planning, although 
locally based. (It is to this regional off icer that the BAB-3 
budget is subnitted). 

To date, the major decentralization change has been between
 
the central ministries and the governorates, with the
 
governors assrnirng more and more control over most ministerial
 
departments in their governorates. Not all governors pursue
 
the options in this regard that the 1975 and 1979 local
 
goverrnnnt laws made possible (Annex I). Yet to the extent
 
they have, some of the independence of the lower district and
 
village levels has been reabsorbed at the governorates level
 
in order that the latter might present a more solid front to
 
the center.
 

e. The Cities
 

Organizational charts of the cities involved in the project
 
and a description of local governent organization are found
 
in Annexes G and L. The head of the city is the mayor who is
 
appointed by the governor.
 

f. USAk ID 

The proposed project will be the primary responsibility of the
 
office of Urban Administration and Development (DRPS/UAD). In
 
anticipation of the increased workload represented by a number
 
of new urban projects: Cairo Water and Sewerage; Alexandria
 
Sewerage; Canal Cities Water and Sewerage; and Provincial
 
Cities Develop ent, this office currently is being reorganized
 
to increase both its capital loan and engineering capacity;
 
the latter will include engineering disciplines in the fields
 
of civil construction, sanj.tation, and.the en.irorrnent.
 

It is anticipated that the project will be monitored by a
 
full-time project officer, assisted by.an engineer. The 
proposed project is presently being backstopped in Washington 
by N /TIX1/SAi) which also backstops other decentralization 
projects, anong them: Basic Village Services; 
Decentralization Developnent'I; and the proposed Neighborhood
 
Urban Services. 

'q2 



-26­

2. Chpacity of the Governorates nd Cities to Manare Project 
Fi nnc ical i narren-int 

All governorates and city administrations have accounting systems
 
and personnel sufficient for budget and expenditure control.
 
These adi.inistrative units are capable of nmnaging the project
 
funds to be provided. Although these departments are oriented to 
book-keeping and expenditure control, they are well-organized and
 
properly n-Lnaged. Tie head of each department is a Ministry of 
Finance appointee with appropriate expertise. An independent
 
Ministry of Finance audit staff is located in each governorate and
 
conducts both routine and non-routine audits.
 

Law 43 of 1979 (Annex I) established the right of the local
 
government units to have special accounts to which funds from
 
foreign donors and other sources could be depcsited, by passing
 
through the usual budget process. This project proposes to make
 
use of the special account system for direct deposit of project
 
funds (see Financial and Implementation Analysis). Currently
 
these accounts are used to finance local development projects 
which are financially self-sufficient.
 

A separate account is maintained for each project and has its own 
accountant. The money is kept in local banks and is not subject 
to reversion to the Ministry of Finance. Computerized daily, 
monthly, and yea'rly balances and ledgers are maintained. Although 
this is the early stage of developient of a financial information 
syston, it recognizes a need on the part of local officials to 
obtain faster and more accurate financial infonnation. Technical 
assistance will be provided in the areas of cost accounting,
 
utility fund managmyent, and financial infonnation systems. 

Technical Capacity
 

A major canponent to the successful imple nentation of this project 
is the role that the general consultants will play with regard to
 
the physical canponents of the project and their work with the
 
cities technical departrrents. 

The engineering and technical staff at the municipal and
 
governorate level is limited in nunber (see Annex G). The present 
staff seems capable of supervis'ion of cons.truction at current 
levels. Iowever, any major expansion of these programs would most 
likely end in an over-load of the ability of the current 
organization and staff to assure proper construction practices. 
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Except in highway, street, and road construction, 
there appears to
 

be insufficient technical expertise and experience 
available at
 

either the governorate or municipal level to 
execute larger and
 

more coiTmplex projects. Such responsibilities still revert to the
 

Under these circumstances, wide use
 central government agencies. 

of consulting personnel during both the project planning 

and
 

execution phases will be required to assure adequate 
plans and
 

specifications as well as conformance to these specifications.
 

The general consultant, working with the cities and 
with Egyptian
 

A/E firms will provide this capability.
 

3. Availability of Public and Private Contractors
 

Enq ineers
 

There are no major consulting firms in any of the three cities to
 

provide design services, preparation of specifications 
or
 

supervision of large-scale undertakings. Under the concept,
 

to be applied to this project, the municipalities, withhowever, 
the assistance of the AID-Lunded general consultant, will 

contract
 

with larger Egyptian A/E firms for feasibility studies, 
design and
 

Firms selected will probably be Cairo-based and of
supervision. 
adequate size and experience to take on the type of work 

contemplated. USAID engineering review indicates that such firms
 
the project should not be a 

are available and that this aspect of 
The imnportant factor will be the development of scopes
problem. 


of work, letting of contracts, and the supervision of those
 

An assessment has been made that the contracting
contracts. 

procedures within each city and governorate are adequate,
 

time-tested, and firmly adhered to. 

such as the design andFor those components of the work, 
supervision of construction of a water treatment plant, it is 

Conversely, Egyptian
intended that an American firm will be used. 

A/E's will associate with an international firm to supplement 
their staff.
 

Construction
 

Both Menia and Fayoum have contractors with adequate capabilities
 

to carry out some of the small sub-projects envisioned in
this
 

On the other hand, Beni Suef relies upon Cairo-based
project. 

firms. Some of the samecontractors since it had no local 

necessary to carry out the
arrangements discussed above may be 
proposed sub-projects. 
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C. Beneficiary Analysis
 

The purpose of Provincial Cities is capacity-building and, therefore, the
 

first-order beneficiaries are the municipal and governorate errloyees'who
 

are trained and participate in this project in the course of the
 

strengthening of institutional capacities to identify, develop, implement
 

and manage subproject activities. An estimated minimum of 150 to 225
 

employees will receive formal and/or on-the-job-training during the life
 
of the project.
 

The second-order beneficiaries are the residents of the three communities
 

who will enjoy expanded and upgraded services. Annex D estimates that a
 

minimn of 76% (368,400) of the residents of the three cities could
 

benefit but that it is more likely that all 482,700 people will be
 

beneficiaries. This annex documents the priority of water and sewers
 

with regard to both real and felt needs. These two essential services
 

are shown to be of particular benefit to women. Low-income neighborhoods
 

will also benefit greatly.
 

Annex D identifies issues the cities and their project consultant will
 

address relating to standards, the distribution of different types of
 

outlets, initial and recurring costs, credit arrangements, conservation
 

measures, cultural attitudes toward water, legal rights of landlords, the
 

correlation between sewer and water systems, and possible strategies to
 

encourage consurrers to.make proper use of water and to follow good
 

sanitation practices.
 

Uf 
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D. E)CU),U1IC JUSTIFICATION 

The project proposes to siFnd $ 100 million in three 
provincial cities:
 

to rehabilitateI*.enia, Deni Suef and Fayom,,. These funds %ould te spent 
water supply, se-age wastewater services

and ex-tnd the system of potable 
and city streets. 

we.re chosen for good reason. About 73% of people in the 
Thr-se cities 

cities do not have adecriate access to central water and sewer system.
 

and Fayoun were ranked last among
The qov';rnorates of M.nia, Beni Suef 

Indjex
all E.vy->t's governorates in terms of Physical Quality of Life 

(FQLI). As the .. LI statistic suggests there is a substantial need for 

social overh?.d investment in basic infrastructure in the selected 

prv.ir cial cities. hout 500 thou.and p-ople would derive som,,e benefit 

from the type. of infrastructure that would be provided by the program. 

investnent in the
Wnile t.e Mission is confident that social overhead 

target cities will exhibit a favorable economic rate of 
return, the
 

not as yet allocated accross
proponed er..nditure of $ 1.00 million is 
specific infrastructure projects in the three cities. The processs of 

assisted through economic
project selection within each city will be 

The consultant

evaluation/appraisal of competing project possibilities. 


will be e.-.ected to identify and assess project economic 
benefits and
 

costs an to appr-aise economic and social actions which need to be taken
 
For this purpose, th
into consideration in making project selection. 


general consultant will be required to provide economic consultants.
 
in the scope of work for the


Their scopes of services will be included 

general consultants.
 

The "revealed preference" of city officials is, in fact, envisaged 
to
 

-- from identification/
play a major role throughout the project cycle 


selection through physical completion and beyond to the stage of
 

continuing maintenance of the infrastructure provided by the project.
 

The Mission believes that the direct involvement of city officials in the 

project process will provide substantial benefits that promise to 
be
 

internalized to meet decentralization objectives.
 

to coMpare cost advantages of thisAlthough we ha'v limited cost data 
delivery mcde over alternative, we believe that from the point of view of
 

raising consciousness, enthusiasm, concerns and the capacity 
of local
 

cities' officials and elected council members, the provincial 
cities
 

project, as currently designed, would be far nre cost effective 
in the
 

long run. In addition, future replication of sLmilar projects would be
 
roject due to the
 more easily accomplished under the currently desiqned 


local than under the alternative. Thisex-perience gained by leaders 
building of humn capital amng provincial cities' leaders, we 

believe,
 

coat effective in the long run in responding to tne future
would be more 

demand of the provincial cities.
 

d~t
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Nlhile no formail analysis i possible at this point, one may ask what 
would be the economic benefits of the $ 100 million if it were invested
 
in the best alternative productive facility instead of in the basic
 
infrastructure as proosed in the Provincial Cities Project. The issue,
 
then, becomes whether the direct and indirect benefits derived from the
 
infrastructure investment cormpare favorably in magnitude with the
 
economic benefits expected from investing the same amount in productive 
facilities?
 

We can provide a national value of infrastructure benefits that must be
 
obtained if the social returns from the infrastructure investment are to
 
be comparable to the economic returns from productive facilities. To
 
estimrate the expected economic return from a productive plant, we cain use 
the value of Incremental Capital Output Ratio of 3.6 for Egypt (The
 
average value of ICOR for the past 5 years*.) That is, for every $ 3.60
 
investment, value added per year would increase by $ 1.00. We expect, 
therefore, if $ 100 million were invested, approximately $ 27.8 million
 
of value added would be created each year for the life of the equipment
 
and plant. To compare this stream of economic benefits with the benefits
 
of infrastructure investment, we note that the service life of productive
 
facilities is al-out a half as long as that of infrastructure (t-pically,
 
useful life of equiprent and plant is about 10 and 25 years respectively,
 
while life of infrastructure is often 30 years or longer.) Therefore,
 
the present value of the strear of yearly benefits of $ 27.8 million over
 
the 15 year period discounted at a 10% rate is euivalent to the present 
value of th-- strea-n of benefits of $ 22.4 million over the 30 year 
period**. 

* Estimated ICJRs using one yoar lag between investment expenditures 

and increases in outputs are given as follows:
 
1975/76 1976/77 1977/78 1978/79
 

Investment - Output Patio (%) 32.9 28.2 29.2 31.0 
Percent charmde inGDP 9.2 7.0 10.6 8.2 
ICUIR 3.62 4.03 2.76 3.78 
Average IOMR = 3.55 = 3.6 

** The calculation is as follows: 

27.8 (1- 1 ) = X (1- 1 
(1.1)0.1--


and
 

X = $ 22.43 million
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To make the judgement whether to invest in infrastructure or in
 
Would the
productive facilities, we must ask the following questions: 


economic benefits dervied from the basic infrastructure investment
 
How much do
 compare favorably against the $ 22.4 million of value added? 


pay evey year to the people of Menia, Beni Suef and Fayoum to
 we have to 
years the planned investment in water, sewerage
forego for the next 30 

Would the people of these cities
and road rehabilitation and expansion? 


take the yearly payment of $ 22.4 million instead of the infrastructure
 

Five years from now, when this project is planned to be
services? 

completed, population in these cities is estimated to reach approximately
 

560 thousands, which means that there will be LE 2.25 per person per
 

month available if they choose to forego the water, sewerage and road
 

rehabilitation and expansion*. Assuming an average family size of 5 and
 

the average family 	incme of LE 120 per month in 1986, the necessary
 

compensation would 	amount to about 9.4% of the family income.
 

To somre people this amount may be attractive enough to prefer to forego
 

But it would be difficult to
the basic infrastructure investment. 

imagine for rapidly expanding provincial cities to ignore problems of
 

What about the
inadequate water supply and raw sewerage disposal. 

o meet the increased demand for public health
additional costs necessary 


What about the rising
services due to rise in infectious diseases? 


infant mortality rate due to insanitary conditions? Although the answer
 

is inherently based on subjective judgement, it would seem, from the
 

that montary benefits of LE 2.25 per person per
point of view of Egypt 
month will not be enough to compensate the loss of decent water, sewerage
 

and road services in these cities.
 

On the basis of the above analysis, we believe that the Provincial Cities
 

Project as designed is qualitative and most cost effective.
 

* 	 Calculations are as follows: Accuring the foreign exchange shadow
 

$ 0.90 and 75% of the benefits is consumed by
price of LE 1.00 = 


households (the rest is for industrial and other public organization),
 
By
total household benefits are valued at LE 15.1 million per year. 


dividing among 560 thousand people, we obtain LE 2.25 per person per
 

month.
 

'A
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E. EI E1NJMAL A .LYSIS 

An Initial Eriviromrental Exanination (Annex H) was prepared in 
February, 1981 which recacmnndcd a negative determination, based 
upon a positive enviromnental impact from the project as a whole. 

It ns recaminded in the IEE that envirorinental assessments would 
be nde as part of each proposed such-project as required.
 

Mission's Fnviromnntal officer concurs with this plan of action. 

IV. TiF F I N L: AM-IAS I S 

A. Suimirv Cost Estrimate 

1) Project Coponents
 

In table 4-1 are listed the expected project caTponent along
 
with preliminary estimrates of the capital cost of each 
caTponcnt. These cost estimates are based on the final report 
of Parsons Brinkerhoff Sabbour entitled Basic Infrastructure 
for Provincial Cities and are order of ma-gnitude. Final cost 
estinvites will be developed as part of the project process and 
will be reviewed and approved by AID before any construction 
is initiated. 

2) Expenditure Schedule 

The capital investments in the three provincial cities will be 
spread over five years. Table 4-2 presents the expected 
expenditure pattern over the investryent period. 

3) Operating and NWiintainance Costs 

In addition to funding the capital investments associated with 
developmant of the provincial cities, this project provides a
 
source of funds to suppcmrent operation and maintenance 
allocations in the three sectors whcre investments are made. 
Because recurrent cost funds provided to the cities through
 
the budget process are typically below the level required for 
adequate iraintentrnce of the water, sewer, and road systens, a 
maintenance and operations account will be established to be
 
used for supplaixntal funding in the three cities during the 
project period. Thie maintenance and operations accounts will 
be funded by adding fran approximntely 1% to 10% (depending 
upon the analysis ahid needs of each sub-project) to the
 
sub-project cost.
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B. Financial Plan
 

The project financial plan and disbursement schedule are set forth in
 

tables 4-1 and 4-2
 

TABLE 4-1
 
SULM-ARY COST ESTIMATE
 

AND
 
FINANCIAL PLAN
 

000,000 Dollar Equivalents)
 

AID GOE PRO=JT TOTAL 
FX LC TOTAL LC FX IC TOTAL 

Capital Costs:
 
Water Supply 14.2 14.2 28.4 7.2 14.2 21.4 35.6
 

11.9 11.8 23.7 6.0 11.9 17.8 29.7
Waste Water 

-Streets - 5.1 5.1 2.6 7.7 7.7 

31.1 57.2 15.8 26.1 46.9 73.0
Sub-Total 26.1 


Operations & Maintenance - 2.4 2.4 1.2 - 3.6 3.6 

General Consultant & Egyptian A/E 
5.5 3.0 8.5 1.5 5.5 4.5 10.0
Firms 

- - 5.0 - 5.0 5.0In Kind/Administrative 


4.4 8.4
Contingency 4.0 2.9 6.9 1.5 4.0 


Total Funds Required 35.6 39.4 75.0 25.0 35.6 64.4 100.0
 

C. Financial Analysis
 

The three provincial city government targeted for assistance through this
 

project are not financially self-sustaining units. Each of them depends
 
heavily on central government budget support in order to carry out its
 
functions. The processes of budgeting, revenue collection and expenditure
 
are designed on the premise that the cities are dependent rather than
 
independent financial and administrative entities. Revenues collected
 
locally are forwarded to the central Ministry of Finance. Expenditure
 
budgets are set by the Ministry of Finance and to a lesser extent by the
 
Governorate. Revenue collections are not predicated on expenditure budgets
 
nor vice versa.
 

The magnitude of the revenue - expenditure gap is illustrated in Table 4-3.
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Table 4-2
 

(000,000 Dollar Equivalents)
 
PRCOJECT DI S2!STUSE~ SCHEDULE 

TOTAL
3rd year 4th year 5th year

ist year 2nd year 


AID dOE AID GOE AID GO!

AID GOE
AID GOE
AID GOE
n Exchanqe
Tor ei 


gSupPly - 2.0 - - - - 14.2 ­e 3.0 5.2 4.1 

aste .atuer . - 1.5 - 3.0 - 4.4 - 3*0 - 11.9 -

General Consul-in 
Services .3 - 1.0 - 1.4 - 1.9 - .9 - 5.5 ­

serticec 1.0 2.0 1.0 4.0 
Contingency 

9.0 - 35.6 
- 4.5 - 8.4 - 13.4 ­

.3-ub-7otal 7.2 
Local Currency 

4.6 2.4 14.2
2.8 5.0 2.5
1.8 .9 1.4
Water Supply - -
Waste Water - - 1.5 .8 3.3 1.6 4.0 2.0 3.0 1.6 11.8 6.C 

.6 .5 .2 5.1 2.E
 
1.5 1.1 .5 1.0
1.0 .5 .8


Str.cts 

General Consulting
 

Services and
 

Egyptian A/E 3.0 1-!
.3 .2.8 .9 .4 .6 .3
.4 .2 .4Sovicas 

Operations & 
M. ir.tenance 2.4 l.,.3 .3.4 .4 .2 .6 .6

.4 .2 .2Supplement 1.5 - 5.11.5 ­i v - 1.0 ­
e - .1 - .9

in kind/Adr inistrat 1. - 1.4 .8 1.5 .7 2.9 ---Contingency 

39.4 25.1


8.5 5.1 12.6 8.0 10.5 6.9 

1.8 1.0 6.0 4.0


zub Total 


75.0 25.
26.0 8.0 19.5 6.9 
2.1 1.0 10.5 4.0 16.9 5.1 


.TAL 

35.6 million (an AID cost item) and t-he in
 
Based on an estimated foreiV'exchange 

cost of $ $ 
ind contrib:ution of $ 5 rillion equivelent by the GOE the balance of the project cost or 

(GOE) basis. It is undurstood that the doll (AID) / 34% 
59.4 million was allocated on a 66% 
 firm cost fig'res are obtained and decrease as 

4Znrinent of the project cost,nay increase or that there are
 

To adjust for these changes and to ensure 
as each ubpro3ect in approved. FX 
the foreign exchange cost an analysic 

of tlhe 

nliars in the project to cover
sufficient 

the project will be ma!e jointly by 
the GOE/AID during the first month 

of each
 
cost of 

component increases or decreases, the percentage of the pound 
If the dollarcalendar vear. 


cost to be funded by. both the GOE/A-ID 
will be adjusted.
 

ero.-c-t 
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TABLE 4-3
 

LOCAL REVENUE - EXPE"DITURE GAP 
1978 - 1980 

Beni Suef Fayoum Minia
 

1978
 
585,479 Information
Revenue Collected 654,373 


not
Expenditure 768,543 2,234,434 


Gap (GOE Subsidy) 114,170 1,648,955 available
 

Gap 	as % of Expenditure 15% 74%
 

1979
 
508,188
Revenue Collected 270,270 


Expenditure 868,381 1,808,168
 

Gap (GOE Subsidy) 598,111 1,299,980
 

Gap as % of Expenditure 69% 72%
 

19801.
 
176,273
Rcvenue Collected 129,921 


1,352,946
Expenditure 752,855 


Gap (GOE Subsidy) 622,934 1,176,673
 

Gap 	as % of Expenditure 83% 87%
 

Note 1.: 1980 figures for first six months only.
 

The problems engendered by this system of financial dependence include:
 

A chronic lack of capital budget funds at the city level compared to
1.-

locally perceived needs;
 

2. 	A lack of recurrent budget funds relative to the expected cost of
 

properly operating and maintaining city servies;
 

A lack of incentive to devclop municipal financial management and
3. 

informanDi.n systems.
 

Tables 4-4 and 4-5 indica:e the degree to which the three provincial
 

cities fail to obtain the necessary recurrent and capital budgets to
 

maintain and develop their municipal services.
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TABLE 4-4 
LE 

(BASs 1 and 2) 

Rec--rre -­t Budgetl• Needs Vs. Actual Budget Allocations 

City/Year 1. Budget Request 2. Actual Allocation 2 as % of 1. 

Beni Suef 
1978 

1979 
1980 

Fayoum 
1978 
1979 
1980 

Minia 
1978 

1979 
1980 

1,372,671 
1,660,257 
1,549,708 

1,488,760 
1,562,407 
1,404,980 

1,100,000 
1,100,000 
1,156,'J00 

208,264 
298,830 
886,521 

467,567 
208,763 
223,592 

987,759 
865,744 
889.898 

15% 
18% 
57% 

31% 
13% 
16% 

90% 
79% 
77% 

Note 1.: n6t including the personnel budget. 

Table 4-5 
LE 

(BAB 3) 
Capital Budget: Needs v. Actual Budget Allocations 

rity/Year 1. Budget Request 2. Actual Allocation 2 as % of 1. 

Beni Suef 
1978-
1979 
1980 

FavouO 
1978 
1979 
!n80 

Minia 
197S 
iS79 
1980 

2,505,000 
2,633,000 
1,9C0,000 

2,665,720 
3,414,500 
3,901,700 

3,000,000 
5,000,000 
5,000,000 

30,000 
80,000 

498,265 

1,282,700 
965,500 

1,300,000 

1,000,000 
750,000 

1,31, 000 

1% 

3% 
26% 

48% 
28% 
33% 

33% 
15% 
26% 
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The 	 project addresses above mentioned problens by: 

1. 	Making additional capital investment grants available to Ehe 
cities outside of their capital budget allocation; 

2. 	Allocating from 1% to 10% of subproject costs to cover short
 
falls in operation and maintenance requirements under the 
cities' recurrent budgets for water, sewers, and roads;
 

3. 	Providing technical assistance to the cities finance
 
depart.ents to help them develop adequate cost accounting, 
utility accounting, and managetrent inforriation systems. 

The capital investment grants will be allocated to various public
 
works projects in the sectors which the three cities deemed to
 
have highest priority: water, sewers, and roads.
 

D. 	 Establishment of Specia! Account 

The long-term financial viability of the three cities hinges on
 
their ability to becor- less dependent on the central Ministries.
 
Law 43 of 1979 provides a first step in this direction by
 
permitting cities and governorates to establish Special Accounts.
 
These Special Accounts are to be used for:
 

1. 	Financing local production and service enterprises - according
 
to a local plan - within the framework of the general plan of 
the 	State. 

2. 	Completion of projects - set forth in the general plan - for 
which the budget appropriations fall short of completion. 

3. 	Raising the standard of local services.
 

4. 	Financing vital, urgent services
 

In practice, the three target cities have created Special Accounts
 
but have utilized them primarily to invest in new local productive
 
enterprises. 

The 	funds currently available for these Special Accounts are quite
 
limited in magnitude. The permitted sources of funds include: 

1. Fees and tax surcharges imnosed by the popular council of the
 

jurisidiction for the benefit of this account.
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2. 	Profits of the productive enterprises financed by this account.
 

3. 	Donations, grants, ani endov.,,ents which the popular council 
approves for allotment to this account. 

4. 	 A portion of the local revenues collected in excess of the 
revenue target established by the Ministry of Finance. 

In practice, the Special Account funds are currently derived from 
very limited fees and surcharges imposed by local popular 
councils. (see Annex 0). A convenant will be included in the 
project grant agreement stipulating that the cities will extend 
their best efforts to increase yearly the amunt of local revenues 
collected for their Special Accounts during the project period. 

In order to further encourage the development of local financial 
decentralization initiated with Law 43 of 1979, this project will 
make the maxii-aim use possible of the governorate and city Special 
Accounts. In this way the cities will gain experience in using
 
their Special Accounts to fund major public works projects. AID
 
funds destine&3 for the various urban improvement projects will be
 
disbursed to the governorate's Special Non-Interest Bearing
 
Account. Each govPrnorate will then transfer funds provided to
 
them to the city's Special Non-Interest Bearing Accounts to cover
 
project v'x nditures. Each city will manage its Special Non 
Interest Rearin?'Accounts (oric for each project undertaken in the
 
city) and prepare appropriate accounting statements for the
 
purpuie of nniw.ging the funds. These procedures will provide the
 
cities with experience in managing and accounting for significant
 
capital investrent funds.
 

E. 	 Repn.rt inci 

Governorates/Cities will submit quarterly implementation and
 
financial reports to the Ministry of Planning and AID. The
 
quarterly reports will include, but not be limited to a record of
 
contractual obligations, procurement, disbursements, projected 
quarterly suh-project cash flow needs, and a status of approved
 
sub-r'roltzcts. 

01\
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V. PROECT IY1PLE. .TTION 

A. General Descriotion
 

Key to the introduction of better planning for infrastructure at the
 

local government level, one of the more important elements in more
 

effective and autonomous operations, is the development of long term
 
This project also has
comprehensive systems plans for water and sewer. 


as one of its crucial components the provision of resident advisors (both
 
Both of these factors,
US and Egptian) in each of the three cities. 


long term comprehensive systems plans for water and sewer, and resident
 

advisors, will be the responsibilities of the general consultants under
 

direct AID Contract.
 

Best estimates indicate that initiation of services by the general
 

consultants and Egyptian firms will not begin until approximately eight
 

months from project authorization. Therefore, in order to get the
 

project off the ground and address the high priority needs of the cities
 

the following approach will be used after the Grant Agreement has been
 

signed during the period until the general consultants are operational.
 

(PSC),
The USAID, after coordinating with the Project Steering Committee 


will request each city to submit, through the governorate, requests for
 

financing of high priority street paving, repair, rehabilitation and
 

cleaning of water and sewer facilities, construction of high priority
 

water distribution and sewer collector systems and construction and
 

installation of any major items for the water and sewer systems which are
 

ready for construction.
 

USAID will review with each city and governorate the appropriateness of
 

the items submitted, whether or not they can clearly be accomodated
 

within any longer range plans, whether sufficient feasibility work has
 

been done, and whether the necessary final designs and cost estimates
 

have been completed. Engineering costs for proposed projects are eligible
 
those items ready to go, USAID, with the request of the
items. To cover 


PSC, will disburse funds to Special Accounts which have been opened at
 

the governorate level for this project to cover project needs on a
 

quarterly basis. The governorate would in turn disburse to Special
 

Accounts opened by the cities but, in this case, for specific
 

sub-projects where final costs have been approved by AID, such as a
 

Special Account for street paving, for expansion of the water
 

distribution network to area "x"of the city, for rehabilitating water
 

pipes and for operations and maintenance. All funds provided under this
 

project will be deposited in non-interest bearing Special Accounts. The
 

cities will, with the aid of the general and Egyptian consultants, be the
 

formal contracting authority for all contracts entered into for
 

engineering work, construction and supervision efforts to the extent
 

practicable. The governorate may be obliged to assume the contracting
 

.ole until proper mechanisms and
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trained [-erso.nel are available within the cities administrations. The 
city 'uld draw down these accounts based on actual ex:enditures. The 
eeterminaticni of the aunt of disbursement of furds has been set out in 
tlh Financial Analysis section of this project paper, Section IV. U.S. 

Dollars alone will be used for the prccurement and shipmnt of off-shore 
(U.S.) ecuiment and raterials, with the local expenditures being 
allocat.d on an 66% U.S. and 34% GOE basis.* The determination of the 
a.-oun cf. the Pound advances will be put forward to USAID by each of the 
cities on a aoai:terly basis to cover the anticipated expenses for the 
following quarter, based upon submission of anticipated expenditures 
under each on-goinq subproject, i.e., construction contracts beginning or 
underway, or A/E exlrn-ditures for design of new projects, or supervision 
costs of current construction contracts. As an example, the tabular 
presentaticn below, although perhaps greatly simplified, may serve to 
better illustrate the advance disbursement mechanisms envisioned for 
positive cost control and effective, efficient project inplementation: 

Estimated Expenditures 
for the Quarter beginning 

, 1982 to , 1982 

CITY: !5ENIA 

U.S. Dollar Estimated LE
 
Contracts. Ohliations Expenditures
 

1. Egyptian A/E Firm 	 i
 

#1 for design of collectors
 
and S.T. Plant -0- 57,500
 

2. Egyptian A/E Firm 
#2 for supervisicn of
 
17 kilcmeters of paving -0- 18,700
 

3. 	 XYZ Construction Ccipany
 
for paving 17 kilometers
 
(see #3 above) 5,100 143,800
 

TOTA;L OLNIA 	 5,100 220,000 

Assuming 	for illustrative purposes, each city estimated equal quarterly
 
ex"penditures for the succeeding quarter, the total reaoirerrents would be 
$13,300 and LE 660,000. Once approved by the governorate and USAID, the 
total pound advances to the Special Accounts would be as follows: 

* See Section r!, Financial Analysis, for the derivation of the 

allocation percentages listed. It shoul. be nozed that this ratio is 
only for general guidance and will vary de.Fending upon BX allocations. 
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$ LE
 

USAID 15,300 435,600 (66%)
 

GOE -0- 224,400 (34%)
 

TTAL 15,300* 660,000
 

Each LE pound Special Account would receive its sub-allocation from the 
USAID of 66% of the LE Pound estimated expenditures. The GOE Ministry of 
Planning would advance each Special Account the pro-rated 34% of LE 
estimated expenditures. It is assumed that during the first year of the 
project, most of the financing will go for street paving and 
rehabilitation of water and sewer pipes. Distribution and collector 
systerrs for water and sewers, storage tanks, among other things, will 
require some feasibility work and final designs which, if not already 
done (and review to date, indicates they are not), will require some time 
to do. As mentioned earlier, however, the Grant Agreement will be 
structured so as to be flexible enough to include high priority items 
approved by USAlD other than roads, water or sewer. 

With the signing of the general consultant's contract, the project will 
enter its final implementation phase. The arrival of resident advisors 
4n each city, the estailishment of a "headquarters" nucleus by the 
consultant ani the availnhility of short term expertise in conjunction 
with aippropriate levels of Egyptian A/E representation will enable the 
project to proceed with its full complerrent of services and management. 

TIe completion of long term comprehensive water and sewer plans will take
 
at least a year. However, with the resident advisors in place (see
 
gcneral consultant's scope of work in Annex J) and the availability of
 

short term expertise, the financing of capital components can be
 
accelerated. In addition, the technical assistance aspects of the
 
project will begin**.
 

* 1he U.S. Dollar costs will be reimbursed for U.S. goods and services 

will he a direct disbursement by A.I.D. 

** Specific projects will be prepared by qualified Egyptian engineering 
consulting firms under contract to each city/governorate, supervised and 
under the general guicuance of the general consultants. 
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The resident advisors will work as special advisors to the executive
 
councils (specifically the mayors). As soon as they have arrived and
 
assessed the situation, they will arrange for detailed diagnostic
 
analyses by short term experts of the cities' financial management
 
practices and procedures, the budgeting and planning process, and the
 
organization and management, including personnel functions. An
 
additional diagnostic analysis will also be done on the maintenance and
 
operations functions.
 

Based on these analyses, the resident advisors will work with both
 
governorate and city management to develop assistance plans in each of
 
these areas. Based on these assistance plans, training programs and
 
short term technical assistance will be initiated. Concomitantly with
 
the more technical assistance-oriented nature of the work, the resident
 
advisors and Egyptian A/E's as appropriate, will help prepare annual
 
budgeting plans, develop cost accounting procedures, write personnel
 
descriptions and develop maintenance programs, as well.
 

On the capital side, the preparation of comprehensive long-term plans
 
will start imediately upon arrival of the U.S. team. However, studies
 
and designs for certain components mentioned above, e.g. distribution
 
networks, water storage facilities, etc., should have been completed by
 
local A/E's. In addition, work on the long-term plans should begin to
 
identify high priority items on which feasibility studies can begin prior
 
to actual corpletion of the plan.
 

The general consultant, working in concert with Egyptian A/E firms for 
specific projects, will work with the governorates and cities in 
reviewing work ready for financing, so when requests are forwarded to 
AID, they will contain the consultant's review and recomrendations. The 
thrust, then, is to reduce the need for detailed AID review. The intent 
is to shift this review and approval function to the municipal level with 
sufficient input from the general consultants and Egyptian consultants to 
ensure adequacy and to provide the level of learning experience necessary 
for municipal technical personnel. During this period, the general and 
Egyptian consultants will also be working with the municipality. in 
developing scopes of work and contracting for the various components that 
move ahead, both engineering and construction. 

As the move into Year Three occurs, and the long-term development plans 
have been completed, ?.viewed and accepted, feasibility studies and 
design can be started on all the remaining major items identified as 
priority components of the systems. Fast-track,.ng of many sub-project 
components will be used whenever practical.
 

http:Fast-track,.ng
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As the cities increase the scope of their public infrastructure, there
 
must be -aconcbmitant increse in the operating and maintenance budgets
 
which are already strained at the current levels of infrastructure. The
 
Grant Agreement will provide that supplemental operating and maintenance
 
budget requests be funded outside of the annual BAB 1 and BAB 2 budgets. 
These suzlementa! requests will be developed by the cities with the
 
assistance of the general consultants and with Egyptian A/E firms as 
appropriate. Funds will be provided directly to the Special Accounts in
 
each city designated for these supplemental operating and maintenance
 
funds. It is envisioned that each Special Account for construction will
 
have a series of categories specifically allocated for construction
 
activities, future maintenance and future operational efforts. The
 
maintenance and operations accounts will be funded by adding from
 
approximately 1% to 10% (depending upon an analysis and a determination
 
of the estimated operational and maintenance needs of each specific
 
project) to the 66/34% allocation described in the above tabular example,
 
so that the total LE Pound input to each quarterly advance will be from
 
101% to 110% of the stated and approved,guarte 'ly requirement. The
 
excess over 100% will be deposited in the maintenance and operational
 
accounts. Obviously, there will be no need for an operations category in
 
a street paving or resurfacing effort, and an absolute minimun
 
requirement for maintenance, such as re-sealing each four years. 
Conversely, the operations and maintenance category within the Special 
Account for a sewage or water treatment plant will be sizeable. Each 
category of construction effort will require an entirely different mix of 
maintenance and operational funds, and yet will be relatively easy to 
determine. 

B. Municical Resonsibilities: 

Investme-.t project cost estimates will be prepared in the first instance
 
by the respective water, sewer and roads departments in the three cities
 
with the assistance of the general consultants. These requests will be
 
reviewed by the municipal executive council (headed by the mayor) and
 
submitted to a governorate level technical committee established for this
 
project. (During project design it became apparent that the governorates 
will clearly play a significant role in this project in that it has major
 
implications in the decentralization process relative to cities. The
 
exact composition of this committee will probably vary in the different
 
governorates and will be estzblished at the tim- project execution 
begins.) After review and approval (with any modifications) by the 
governorate technical committee, the city elected council will endorse 
the proposals and the governor will forward the proposal to AID and the 
PSC for approval. 



All dollar procurelment actions using AD furnished funds Will beconducted by Hose Countr, contraczin. procedures in conformity with AID
*.=.bCok i!,excect that 
tre general consultant will be contracted
-rectiv 
l; 

by AID in con crm....v with AID Handbook 14. AID direct
tie ceneral scontc c for "- Cnsu,--ants is e1 ---­er.ces is necessary bec-ause

-Y.ti an un I-.,:here is no a-inistrative unit whi . .ser vjes a- alll threet .trovincial cities and yet is 
not a central GCE agency. The project also
will involve a 2-.rze anount of local cost financinc which will involve-ne procurement services !g:.tof goods and in pursuant to the rules ofAiD Handbook 1, S3zplenent 3, Chapter 18, "Local Cost Financing". Seer.nne>:s P and Q for additional informaticn. 

The ceneral consultan, in concerc with Ez tian en-ineering firmS, wille r.es.nsible f r providing all assis=tance necessary to enable the three
:=rc n i=. cities to under-ake ccnlracting -or engnEering desgn and
ccns:ruczion services 
 Similarlv, the general cwill assist thectles w t 
 cre co="-ex eqipent and material ProcurP.ents
:nvo-ving tenderinc in the U.S. 
'iven the standard nature of the
and merzals and the routine nature oF the construction, no
u-,usual cr difficult Procurement problems are foreseen.
 
-. Yl c: F'r -

The AMD and GCE P-cal currency contributions will be corminej for the-.'r se of providinc funds for apprbved public '1orks in t-he threeorgies, 
 in mcst cases, M-:D's lccal currency inputs will be made on the-asis of the following procedure*. The
-echanism for administerinc the program is outlined below, and rresented_
In schematic form in Ficure 1 
on the following page.
 

Ste= 1: Tne governors of each of the three taret governorates will
:orward proposals to the Project Steering Cc.-rnitee (PSC) co..posec ofrepresentatives of the governorates, the cities, Ministry of Planning,.Ministry of Finance, GOP4 and GOSSD. The proposals will contalnb...t. studies prepared by the city and theapproved by governor(including technical, cost, economic, social, and envirorirental analyses,
"nere applicable) for t-he projects to be funded. The PSC will review the
proposals for co pleteness and if satisfactory, an advance will be made
 
by A.ID and the CC-E.
 

Stec 2: 
 Once the PSC has approved the su-proect, AID and the MinistryCf .lan.ingwil =nsert.. their respective local currency shares to the
governor's taw 43 Special Account which will have been established forthe sole parpose cf receiving, disbursinc, and accunting for the
s-7 oect costs.
 

*For those sub-projects that lend themselves to the Fixed Amount Reimbursement
 
method, procedures inHandbook 3 will be used.
 

/'
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Step 3: The city will then forward detailed implementation plans for 
each project covered by the sub-project Special Accounts. These plans " 
will include schedules for contracting, detailed engineering, equipment
procurement, and construction/erection along with an estimated 
expenditure schedule. The project plans will be reviewed by the 
governorate's technical coimittee and release of funds to start
 
implementation will be approved. Funds will be released according to the 
approved expenditure schedule as revised during the course of project

implementation. 

Step 4: As project implementation proceeds, invoices for goods and 
services will be reviewed by the relevant Egyptian A/E's, city engineers
and the U.S. resident general consultant. Approved invoices will be
 
forwarded to the Special Account controller for disbursement and
 
accounting according to established city expenditure control procedures.
 

E. Government Actions 

By the time the grant agreement for this project is signed, the GOE shall
 
have formed a Project Steering Committee (PSC) which will serve as the
 
top level coordinating group for the project. It iscontemplated that
 
the following governmental units will be members of the PSC because the
 
project will initiate actions in their spheres of responsibility on an ad
 
hoc basis:
 

- Ministry of Planning.
 
- Ministry of Finance.
 
- The three Governorates.
 
- Ihe three Cities. 
- The Ministry of Development, Housing and Land Reclamation, 

composed of: 
-The General Organization for Potable Water.
 
-The General Organization for Sewerage and Sanitary Drainage, and
 
event- '.y


The Na onal Organization for Potable Water and Waste Water*
 
Projects.
 

No legislation actions are necessary to implement the overall project. 

Subject to revision of title.
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F. 	 Project Monitorina:
 

USAID/Cairo will be responsible for AID project monitoring. Within the
 
Mission, primary monitoring responsibility will rest with the office of
 
Urban Administration and Development (DRPS/UAD). The project manager 
will be a capital development officer assisted by a civil engineer as
 
required.
 

Implementation of new and/or revised management systems/procedures and
 

construction of public works will be monitored continuously in all three
 
cities by the general consultant and Egyptian firms. Monthly progress
 
reports will be prepared by the general consultant and submitted to AID. 
The form and content of these reports will be specified in the contract 
with the general consultant. 

EVALUATION PLAN 

The success of the project in achieving its objectives depends on the 
acc-racy, credibility, and acceptance of periodic evaluation applied to 
various components of the project. The GOE and USAID will jointly 
conduct or contract for evaluations of project progress and results as
 
mutally agreed to support timely implementation and assurance of
 
accomplishent of agreed objectives. 

The periodic and terminal evaluation of the project will be designed to:
 

1. 	Assess the impact of the Provincial Cities Development Project upon
 

both its primary and secondary beneficiaries as noted in Annex D.
 

2. 	Assessment will be made as to the nature and the degree of
 

participation of the beneficiaries in sub-project selection,
 
planning, and implementation.
 

3. 	Assess the impact of the project on the planning and implementation
 
capability and productivity of the governorates and the cities.
 

4. 	Assessment will be made as to the changes as a result of
 
decentralization in the delegation of authority, responsibility, and
 
resources by the central ministries and the Governorates to the
 
cities.
 

The estimated time required for the evaluation are four man months each 
(for an interim and final evaluation) at a maximum cost of $ 100,000. 



FIGURE 1
 

FLO,. OF FUC .. 

-L 

AID/Direct
General Consult.ts 
contrhct 

AID MO 

Review & Approval by 
Project Steering 

Fayoum
Governorat 

Beni Suef 
GovernOrate 

Menia Catommitteel 
GovernoratNt 

Governor' s 
Special 
Account 

Governor's 
Special 
Account 

Governor s 
Special 
Account 

Sub-project dis­
bursements based or. 

*city's detailed 
project plans 
- Review by 

governorate tech. 
committee 

- Approval by 
governor. 

Fayoum Beni Suef Menia 

City City City 

. 2 3. 12 3 4
1 2 3 4 

Project Special Project Special
Project Special 

Accounts (city)
Accounts (city)
Accounts (city) 


BSED ON A TUAL P1YSICAL PROGRE - Review by city
PROJECT XPENDITURES Engineer and 

£. consultantsA\?D REOUPSaED MAINTENA::COMPLETED - Approval by 
Mayor. 

Urban
Urban
Urban 

Public
Public
Public 

works in
works in
works in 

Menia
Fayoum Beni Suef 




-47­

111. CONDITIOIS A',D CJ.N.T MS 

L. Conditions Precedent 

Prior to any disbursement, or the issuance of any comitment 
documents under the Project Agreement except with respect to goods 
or services to be procured or arranged directly by AID, the Grantee
 
shall, except as A.I.D. may otherwise agree in writing, furnish in 
form and substance satisfactory to A-D: 

A statement of the name of the person holding or acting in the 
office of the Grantee specified in the Agreement to be financed 
hereunder, and any additional representatives together with a 
specimen signature of each person specified in such a statement. 

2. Subsequent Conditions Precedent 

Prior to the disbursement of funds by AID for the purpose of
 
financing capital sub-projedt costs the Grantee shall, except as
 
A.I.D. rray otherwise agree in writing, furnish in form and
 
subst3nce satisfactory to AID:
 

Evidence of the establishment of separate Special Accounts in each
 
recipient city/governorate to be used to pay costs of sub-projects 
financed urder the Provincial Cities Development Prograni along with 
a written statement of the procedures and criteria which will be 
applied to disbursements from the funds., including capital,
 
maintenance and operational costs.
 

3. Covenants
 

A. Continuation of the Project Steering Committee 

The Grantee shall continue to maintain and operate a steering
 
connittee with such authorities and responsibilities as are
 
required to enable it to serve as the entity responsible for 
coordination of the activities financed under this project.
 

B. Project Staffin
 

The Grantee will take appropriate steps to assure t-hat the
 
Cities ar the Governorates asign sufficient staff members to
 
the Project for the purposes of carrying out implementation
 
activites.
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will exercise its bestC. Retention of Revenue: The Grantee 
efforts to develop a system of revenue retention for .otable,
 
water for each Governorat in the Project.
 

D. The Grantee agrees that (a)any interest earned or 
accrued on
 

(b)

the funds nmde available herein will be refunded to A.I.D.; 


an apropriate refund to A.I.D. will be made in the event 
of
 

or implementationdisallo.wances in accordance with the terms 
(c) a refund or credit will be

procedures of this programn; and 
made as A.I.D. my deen appropriate in the event funds are not
 

expended. 
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1. PER PARA 2 (D), GRANT APPLICATION LETTER DATED 7/15/81
 
IS COPIED HEREWITH:
 

QUOTE: MR. DONALD S. BROWN, MISSION DIRECTOR, AGENCY FOR
 
INTERNATIONAL DEVELOPMENT, CAIRO, EGYPT. DEAR MR. BROWN:
 
THE GOVERNMENT OF THE ARAB REPUBLIC OF EGYPT HAS BEEN
 
WORKING WITH THE AGENCY FOR INTERNATIONAL DEVELOPMENT FOR
 
OVER A YEAR TO DEVELOP A PROJECT OF TECHNICAL AND CAPITAL
 
ASSISTANCE TO THE PROVINCIAL GOVERNORATES OF MENIA, BEN*I 
SUEF, AND FAYOUM. A STUDY OF THE THREE PROVINCIAL CITIES
 
WITHIN THESE GOVERNORATES WAS CARRIED OUT BY P. B. SABBOUR
 
AND COMPLETED IN MARCH 1981. THIS STUDY IDENTIFIED THE
 
HIGHEST PRIORITY NEEDS OF EACH OF THE CITIES TO BE WATER
 
AND SEWER SYSTEMS. ANOTHER PRIORITY WAS THE PAVING OF
 
STREETS.
 

SINCE THAT TIME, USAID AND THE GOVERNMENT OF EGYPT HAVE DE-
VELOPED A PROJECT TO ASSIST IN MEETING THESE NEEDS. THE 
h-l0IMAIlU ?-UrUIN6 HE.UUlHEMNtb FUH iHlb AbblITANCE ARE U. S. 
$100 MILLION EOUIVA.ENT. THE rOVERNMENT OF THE ARAB 
REPUBLIC OF EGYPT IS PREPARED "i.)ALLOCATE THE EQUIVALENT 
IN EGYPTIAN POUNDS OF U.S. $20 MILLION AND S5 MILLION "IN-
KIND CONTRIBUTION" TO THIS PROJECT AND REOUESTS THE AGENCY 
FOR INTERNATIONAL DEVELOPMENT TO MAKE AVAILABLE A GRANT 
OF U.S. $76 MILLION FOR THE REMAINDER OF THE COSTS. YOURS 
SINCERELY, FOUAD ISKANDAR, SENIOR UNDER-SECRETARY OF STATE 
FOR ECONOMIC COOPERATION WITH U S.A. END QUOTE. 

2. SEPTEL FOLLOWS REGARDING-OTHER ISSUES PER REFTEL.
 
PRECHT
 

UNCLASSIFIED
 



UNITED STATES INTERNATIONAL DEVELOPMENT COOPERATION AGENCY
 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 
WASHINGTON DC 20523 

PROJECT AUTHORIZATION
 

Name of Country: Arab Republic Name of Project: Provincial
 
of Egypt Cities
 

Development
 

Number of Project: 263-0127
 

.. Pursuant to Section 532 of the Foreign Assistance Act of
 
1961, as amended, I hereby authorize the Provincial Cities Develop­
ment Project for the Arab Republic of Egypt involving planned

obligations of not to exceed $75,000,000 in grant funds over a
 
five-year period from date of authorization, subject to the
 
availability of funds in accordance with the A.I.D. OYB/allotment
 
process, to help in financing foreign exchange and local currency
 
costs for the Project.
 

2. The Project consists of technical and capital assistance for
 
the design, management and construction of urban infrastructure in
 
Egypt. It will focus on improving and expanding a continuing
 
capacity in three governorates and their capitals to plan, manage,
 
finance, implement and maintain locally chosen and constructed
 
urban infrastructure projects. The Project will finance technical
 
advisory services, training and research and evaluation. In
 
addition, it will finance the construction of locally selected
 
infrastructure projects.
 

3. The Project Agreement which may be negotiated and executed by

the officer to whom such authority is delegated in accordance with
 
A.I.D. regulations and Delegations of Authority shall be subject
 
to the following essential terms and covenants and major conditions,
 
together with such other terms and conditions as A.I.D. may deem
 
appropriate:
 

a. Source and Origin of Goods and Services
 

Except as A.I.D. may otherwise agree in writing, or as
 
provided in paragraph (2) below, goods and services, except
 
for ocean shipping, financed by A.I.D. under the project
 
shall have their source and origin in the United States or in
 
the Arab Republic of Egypt. Ocean shipping financed by
 
A.I.D. under the project shall, except as A.I.D. may otherwise
 
agree in writing, be financed only on flag vessels of the
 
United States.
 

b. Conditions Precedent
 

Prior to any disbursement, or the issuance of any commitment
 
documents under the Project Agreement, except with respect to
 
goods or services to be procured or arranged directly by
 
A.I.D., the Grantee shall, except as A.I.D. may otherwise
 
agree in writing, furnish in form and substance satisfactory
 
to A.I.D. a statement of the name of the person holding or
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acting in the office of the Grantee specified in the Agreement

to be financed hereunder, and any additional representatives,

together with a specimen signature of each person specified..

in such statement. 

c. Subsequent Conditions Precedent to Disbursement
 

(1) Prior to any disbursement of funds, or to the
 
issuance of any commitment documents under this Grant
 
for any subprojects, the Grantee and A.I.D. shall agree
 
on the general criteria for the eligibility of subprojects

for financing and general guidelines for the allocation
 
and reallocation of A.I.D. funds among the participating

provincial cities.
 

(2) Prior to the disbursement of funds by A.I.D. fc­
the purpose of financing capital (new development)
 
subproject costs, the Grantee shall, except as A.I.D.
 
may otherwise agree in writing, furnish in form and
 
substance satisfactory to A.I.D., evidence of the
 
establishment of separate special accounts in each
 
recipient city/governorate to be used to pay costs of
 
maintaining subprojects financed under the provincial
 
cities program along with a written statement of the
 
procedures and criteria which will be applied to disburse­
ments from the funds, including capital, maintenance and
 
operational costs.
 

(3) Prior to any disbursement of funds or the issuance
 
of any commitment documents under this Grant for rehabili­
tation or any other subproject activities, the Grantee
 
shall, except as A.I.D. may otherwise agree in writing,

designate, establish and authorize a steering committee,
 
acceptable to A.I.D., with such defined authorities and
 
responsibilities necessary for coordination of activities
 
financed under this project.
 

d. Covenants
 

The Grantee shall covenant as follows:
 

(1) Continuation of the Steeriny Committee: The
 
Grantee shall continue to maintain and operate a steering

committee with su(;h authorities and responsibilities as
 
are required to enable it to serve as the entity responsi­
ble for coordination of the activities financed under
 
the Project.
 

(2) Project Staffing: The Grantee will take appropri­
ate steps to assure that city councils and the Governor­
ates assign sufficient staff members to the project for
 
purposes of carrying out implementation activities.
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(3) Retention of Revenue: The Grantee will exercise
 
its best efforts to develop a system of revenue retention
 
for potable water for each Governorate in the Project.
 

(4) The Grantee agrees that:
 

(a) any interest earned or accrued on the funds
 
made available herein will be refunded to A.I.D.;
 

(b) an appropriate refund to A.I.D. will be made
 
in the event of disallowances in accordance with
 
the terms or implementation procedures of this
 
program; and
 

(c) a refund or credit will be made as A.I.D. may
 
deem appropriate, in the event funds are not
 
expended.
 

(5) The Grantee shall plan, institute and maintain a
 
plan for a staged program or programs of local revenue­
generation, agreeable to A.I.D., that will cause or
 
sustain the financial viability of the sewer and water
 
projects supported under this Grant.
 

4. Statement on 612(b): Based on the justification set forth in
 
Annex Q of the Project Paper, I hereby determine in accordance
 
with Section 612(b) of the Act, that the expenditure of United
 
States dollars for the procurement of goods and services in Egypt
 
is required to fulfill the purposes of this Project; the purposes
 
of this project cannot be met effectively through the expenditure
 
of U.S.-owned local currencies for such procurement; and the
 
administrative official approving local cost vouchers may use this
 
determination as the basis for his certification as required by
 
section 612(b) of the Act. 

5. Based on the justification set forth in Annex P of the
 
Project Paper, I hereby waive the provision of AID H.B..i Supplement
 
B, Ch. 20 A2(b) which limits the total cost of imported shelf
 
items irrespective of origin, which can be procured for a FAR
 
Pruject activity.
 

I hereby determine that, based upon the contents of Annex P,
 
exclusion of procurement from Free World countries other than the
 
cooperating country and countries included in Code 941 would
 
seriously impede attainment of U.S. foreign policy objectives and
 
objectives of the foreign assistance program.
 

M. Pet r 0-cPherson
 
. ni ni strator 

Datt . ...
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GRANT AUT-DRIZATICNI 

Name of Country: Arab Republic of Egypt Name of Project:Provincial
 
Cities
 
Developrnent
 

Number of Project: 263-0127 

I. 	 Pursuant to Section 532 of the Foreign Assistance Act of 1961, as
 
amended, I hereby authorize the Provincial Cities Development for
 
the Arab Republic of Egypt involving planned obligations of not to
 
exceed $75,000,000 in grant funds over a 5 year period from date of
 
authorization, subject to the availability of funds in accordance
 
with the AID UMB/allotnment process, to help in financing foreign
 
exchange and local currency costs for the project.
 

2. 	 The project consists of technical and capital assistance for the
 
design, management and construction of urban infrastructure in
 
Egypt. It will focus on improving and expanding a continuing
 
capacity in 3 governorates and their capitals to plan, manage,
 
finance, implement and maintain locally chosen and constructed
 
urban infrastructure projects. The project will finance technical
 
advisory services, training and research and evaluation. In
 
addition, it will finance the construction of locally selected
 
infrastructure projects.
 

3. 	 The Project Agrpement which may be negotiated and executed by the
 
officer to whom such authority is delegated in accordance with AID
 
regulations and Delegations of Authority shall be subject to the
 
following essential terms and covenants and major conditions,
 
together with such other terms and conditions as AID may deem
 
appropriate.
 

a. Source and Origin of Goods and Services
 

1.Except as AID may otherwise agree inwriting, or as provided in
 

paragraph (2) below, goods and services, except for ocean
 
shipping, financed by AID under the project shall have their
 
source and origin in the United States or in the Arab Republic
 
of Egypt.
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Ocean shipping financed by AID under the projecv shall, except 
as AID may otherwise agree in writing, be financed on2y on fiag
 
vessels of the United States.
 

b. Conditions Precedent 

Prior to any disbursement, or the issuance of any co=.itment
 
docume_ nts under the Project Agreement, except with respect to 
goods or services to be procured or arranqed directly by AID, 
the Grantee shall, except as A.I.D. may otherwise agree in 
writing, furnish in form and substance satisfactory to AID: 

A statement of the name of the person holding or acting in the
 
office of the Grantee specified in the Agreement to be financed
 
hereunder, and any additional representatives, together with a
 
specimen signature of each person specified in such statement. 

c. Subsec ent Conditions Precedent
 

Prior to the disbirse.Tent of funds by AID for the purpose of 
financing capital (new developm*nt) subproject costs the Grantee 
shall, except as A.I.D. may otherwise agree in writing, furnish 
in form and subztance satisfactory to AID: 

Evidence of the establishment of separate Special Accounts in 
each recipient city/governorate to be used to pay costs of
 
mzintaining subprojects financed under the Provincial Cities
 
program along with a written statement of the procedures and 
,criteria which will be applied to disbursements from the funds,
 
including capital, maintenance and operational costs.
 

d. The Grantee shall covenant as folloAs:
 

(1) Continuation of the Steering Committee: The Grantee shall
 
continue to maintain and operate a steering ccjrnitte? with such
 
authorities and responsibilities as are required to enable it to
 
serve as the entity responsible for coordination of the
 
activities financed under the Project.
 

(2) Project Staffinq: The Grantee will take appropriate steps
 
to assure that city councils and the Governorates assign
 
sufficient staff members to the Project for purposes of carrying
 
out irple-.ntation activities. 

(3)Fetention of Revenue: The Grantee will exercise its best
 
efforts to develop a system of revenue retention for potable 
water for each Governorate in the Project.
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(4) e...G'ant agrees .that ,) any interest earned or accrue­
cn the funds made available herein will be refunded to Ai.D.;(b) an apropriate refund to A.7.D. will be made in the event of 
disallcwances in accordance with the terms or i=Iemp' .n-t=ion-
prccedu'.es of this progra-m.; and (c) a refnd or credit will be
made as A.:_.D. may deem appropriate in t-he event funds are not 
exended. 

4. Statement on 63.2 (b): Based on the justification set forth in
Annex Q of the Project Paper, I hereoy determine in accordance 
w4j Secticn 612 (b) o= tie Azt, that the exenditure of United
States dollars for t-he procjre.ent of goods and services in
Egypt is recuired to fulfill the purposes of this project; the 
pur.oses of this project cannot be met effectively throLch the 
exp-enditure of U.S. owned local currencies for such procurement;
and the administrative official approving local cost vouchers 
may use this determination as the basis for his certification as 
re, ired by section 612 (b) of the act. 

5. Based on the justification set forth in Annex P of the Project
Paper, I hereby waive the provision of AID H.B. 1, Supplemrenrt B, 

,Th 20 ,' 2 .hich limits the total cost of iLorter shelf items 
irrespeczive of origin, 'tich can be procured for a F,%2 Projectactivity. 

I nerey cele rmine ' at, based upon the contents of A-nex P,
exclu.4in or procurem-ent from Free Wold countries other than 
.;-e coczerating country and countries include in cce 941 would

seriouz '/ i.-zede attain-ent of U.S. foreign poliL; object-ives
and objcctives of the foreign assistance program.
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5C (2) - PJD32 CIECKLIS1' 

.
A. 	 Ga-N7_AAL CRI.rRI FR PRECT 

I. 	Continuing Resolution Unnumhered; (a)Congress will be notified 
FAA Sec. 634A; Sec. 653(b). in accordance with regular 

agency procedures.
 

(a) Describe how authorizing and 
appropriations Cornittees of (b)The intended obligation 
Senate and Hous' have been or is within the level of funds 
will be notified concerning the appropriated for Fgypt. 
prcject; (t) is assistance within 
(O[xerational Year Budget) ountry
 
or international organization
 
allocation reported to Congress
 
(or not more than $1 million over
 
that figure)?
 

2. 	 FAA Sec. 611(a)(1). Prior to
 
obligation in excess of $100,000, (a)Yes
 
will there be (a) engineering,
 
financial and other plans (b)Yes. The financial plan 
necessary to carry out the and analysis are part of the 
assistance and (b) a reasonably Project Paper. 
firm 	estimate of the cost to the
 
U.S. 	of the assistance?
 

3. 	 FAA Sec. 611(a)(2). If further 
legislative action is required No further legislative action
 
within recipient counti,, what is is required other than action
 
basis for reasonable expectation notifying that the Grant 
that 	such action will be Agreement is signed.
 
conpleted in time to permit 
orderly acco-plishment of purpose 
of the assistance? 



4. FAAk Sec 611(b); Continuing 
Resolution Sec. 501. It for 
water cr waitel-rclatcd land 
re-'rJ.ce construction, has 
p.:oject nvt tho standards and 

N/A 

criteria as sot forth in the 
Princiules and Standards for 
Planning Water and Related !and 
Resources, dated October 25, 1973? 

5. F.%" Sr.c. 611 (e). If project is Yes 
cmrital assistance (e.g., 
construction), and all U.S. 
assistance for itwill exceed 
$i million, has Mission Director 
certified and Regional Assistant 
PMministrator taken into 
consideration the country's 
capability effectively to 
maintain an utilize the project? 

6. FXA Sec 209. Is project No 
susceptible of execution as part 
of reaional or multilateral 
project? If so why is project 
not so executed? Infornation and 
conclusion whether assistance 
will encourage regional
developir-nt programs. 

7. FAA Sec. 601(a). Information and This project will en­
conclusions w: ether project will 
encourage efforts of the country 

courage the streng­
thening of Egyptian 

to: (a)increase the flow of private enterprises 
international trade; (b) 
private initiative and 

foster providing the services 
required to execute sub­

corrpetition; and (c) encourage 
development and use of 

projects. 

cooperatives, and credit unions, 
and savings and loan 
associations; (d)discourage 
monopulistic practices; (e) 
improve technical efficiency of 
industry, agriculture and 
comerce; and (f) strengthen free 
labor unions. 



8. 	 AA Sec. 601(b). Information and 

conclusion on how project will 

encourage U.S. private trade and 

investment abroad and encourage
 
private U.S. participation in
 
foreign assistance programs
 
(including use of private trade
 
channels and the services of U.S.
 
private enterprise).
 

9. 	 FAA Sec. 612 (b), 636 (h); 
Continuinq Resolution Sec. 508. 
Describe steps taken to assure 
that, to the maximum extent 
possible, the country is 
contributing local currencies to 
meet the cost of contractual and 
other services, and foreign 
currencies owned by the U.S. are 
utilized in lieu of dollars. 

10. 	 FAA Sec. 612(d). Does the U.S. 
own excess foreign currency of 
the country and, if so, what 
arrangements have been made for 
its release? 

11. 	 FAA Sec. 601e). Will the 
project utilize competitive 

selection procedures for the
 
awarding of contracts, except
 
where applicable procurement 
rules allow otherwise?
 

12. 	 Continuing Resolution Sec. 522. 

If assistance is for the
 
production of any commodity for
 
export, is the commodity likely
 
to be in surplus on world markets
 
at the time the resulting
 
productive capacity becomes 
operative, and is such assistance
 
likely to cause substantial
 
injury to U.S. producers of the
 
same, similar or competiting
 
commodity? 

US private enterprises will
 
provide the technical services
 
required for the project.
 

(a) The GOE will contribute 
$25,000,000 equivalent in
 
its own owned local currency.
 

(b)The project paper contains
 
a request for a 612 (b)
 
determination which will permit
 
the use of U.S. dollars to pay
 
for local costs.
 

Yes. See Annex P and/or Q the 
Project Paper. 

Yes
 

N/A
 



B. ,NDIh CRITERIA FOR PRW= 

1. Development Assistance Project 
Criteria
 

a. FM Sec. 102(b), 111, 113, N/A
 

281(a). LEtent to which 
activity will (a)
 
effectively involve the poor
 

in developnent, by extending 
access to economy at local 
level, in :vean;ing 
labor-intensive production 
and the use of appropriate
 
tech~nologiy, spreading 
investment out from cities
 
to sm-Al towr-s and rural 
areas, anI insuring wide
 
participation of the poor in
 
the benefits of developaent 
on a sustained basis, using
 
the appropriate U.S.
 
institutions; (b)help
 
develop cooirratives,
 
especially by technical
 
assistance, to assist rural
 
and urban pcor to help 

1themsel es toward better 
life, and otherwise
 
encourage denccratic private
 

and local governmental
 
institutions; (c) support
 

the self-help efforts of
 
developing countries; (d)
 

promote the participation of
 
wonen in the national 
economies of developing
 
countries and the 
improvement of women's
 

status; and (e) utilize and 
enz-ourage regional
 
cooperation by developing
 

countr ies?
 

q Ai ast Uablo Document
 



b. 	FAA Sec. 103, ]03A, 104,
 
105, 106, 107. Is 

assistance being made 
available: (include only
 
applicable paragraph which
 
corresponds to source of
 
funds used. If more than 
one fund source is used for
 
project, include relevant
 
paragraph for each fund
 
source.)
 

(1) 	 [103] for agriculture, rural 
development; if so (a) extent to
 
which activity is specifically
 
designed to increase productivity
 
and income of rural poor; 103A if
 
fcr agriculture research; full
 
account shall be taken of the
 
needs of small farmers, and 
extensive use of field tusting to
 
adapt basic research to local
 
conditions shall be made; (b)
 
extent to which assistance is
 
used in coordination with
 
programs carried out under Sec.
 
104 to help inrove nutrition of
 
the people Of developing
 
countries through encouragement
 
of increased production of crops 
with greater nutritional value,
 
improvement cf planning,
 
research, and education with 
respect to nutrition,
 
particularly with reference to
 
inprovement and expanded use of 
indigenously produced foodstuffs; 
and the undertaking of pilot or 
demonstration of programs
 
expliciLly addressing the problem 
of malnutrition of poor and 
vulnerable people; and (c) extent
 
to which activity increases
 
natiorl food security by 
improving food p01icies arid 
management and b * strengthening 
national food reaerves, with
 
particular concein for the needs 
of the poor, through measures
 

Not Applicable
 



do.r=stic production,encouraging 
b-,:ilding national food reserves, 

expcanding available storaoe 
facilities, reiu-imn Inst. harvest 
fcx losses, and, improving food 
distr ibut ion. 

(2) [1041 for population 

planning under sec. 104(b) or 

hcalth under sec. 104(c); if so, 

(i) extent to which activity 
en.asizes lcw-cost, integrated 
delivery systen'ms for health, 
nutrition and fandly planning for 
the px',orest people, with 

particular attention to the needs 

of rmohers and young children, 

using param2dical and auxiliary
 

i.cdical personnel, clinics and
 

health posts, comercial
 

distribution systems and other
 

modes of coi:iunity research. 

(3) [105] for education, public
 

administration, or human
 

resources development; if so,
 

extent to which activity
 

strenathcns nonfornml education, 

m.ikes formal education irore 

relevant, esj:ccially for rural 

families anD urban poor, or 
strengtlhens management capability 
of institutions enabling the poor 
to participate indevelopment; 
and (ii)extent to which 
assistance provides advanced 
education and training of people 
in developing countries in such 
disciplines as are req]uired for 
planning and implementation of 
public and private development 
activities.
 

(4) 1106; ISDCA of 1980,.Sec. 
304) for energy, private 
voluntary organizations, and 
selected development activities; 
if.so, extent to which activity 

BestA biDcun7
 



is: (i) (a) concerned with data 
collection and analysis, the 
training of skilled personnel,
 
research on and developr-nt of 
suitable energy sources, and 
pilot projects to test of 
suitable energy sources, and 
pilot projects to test new 
mthods of energy production; (b) 
facilitative of gclogical and 
geophysical survey work to locate 
potential oil, natural gas, and 
coal reserves and to encourage 
exploration for
 
potential oil, natural gas, and
 
coal reserves; and (c) a 
co-erwative program in energy 
production ani conservation
 
through research and develoi ent
 
and use ot small scale,
 
decentralized renewable energy
 
sources for rural areas;
 

(ii) technical cooperation arnd 
developrent, e'pecially with U.S. 
pri-ate and voluntary or regional 
and 
international develor.ent, 
organizations;
 

(iii) research into, and
 
evaluation of, 

economic develo:mnt process and 
techniques; 

(iv) reconstruction after
 
natural or manmade disaster;
 

(v) for special development
 
probler's, and to enable proper 
utilization of earlier U.S.
 
infrastructure, etc., assistance;
 

(vi) for programs of urban 
development, especially small 
labor-intensive enterprises, 
marketinq systems, and financial 
or other institutio.ns to he]p
 
urban poor participate in 
economic and social development. 

http:institutio.ns


c. [107] is appropriate effort 
place on use of appropriate 
technolhy? (relatively smaller, 

cost-szaving, abtor using 
technolocies that are 
generally 
.st appropriate for the
 

small 
farms, smnall businesses, and
 

snall incomes of the poor.)
 

d. 	 FAA Sec. 110(a). Will the 

recipient country provide at 

least 25% of the costs of the 
program, project, or activity
 
with respect to which the
 
assistance is to be
 
furnished (or
 
has latter cost-sharing
 
requirerent been waived for a
 
"relatively least developed"
 

country)?
 

e. 	 FAA Sec. 1!0(b). Will grant
 

capitaI a-zsi-tance be
 
dis;bursod for project over
 
mrre than 3 yea's? If so,
 
has justi fication
 
sati.7facLry to Congress
 

Iween made, ani efforts for
 

other financing, or is the
 

recipielnt country

"relatively least dcveloped"?
 

f. 	 FAA Scc. 21(b). Describe
 
extent to which program
 

rcccnizes the particular 
needs, desires, and
 
capacities of the people of
 
the country; utilizes the
 

courtry,?'s intellectual
 
resources to encourage
 

inr.titutional development; 
a:nd sup- orts civil education" 
and training in skilis 
req;uired for effective 
txr ticiK.at ion in 

gcvn'c,.nti procezso 
,nscntial to selff-goverrinnrnt. 

http:ticiK.at


g. FA Sec. 122(b). Does the 
activity give reasonable 
promise of contributing to 
the develornent of economic 
resources, or to the 
increase of productive 
capacities and 
self-sustaining econoaic 
growth? 

2. Devlo:mnent Assistance 
Criteria (Loans Cnly) 

Project 
N/A 

a. FAA Sec. 122(b). 
Informnotion and conclusion 
on capacity of the country 
to rcpay the loan, at a 
reasonable rate of interest. 

b. FAA Sec. 620(d). If 
assistance is for any 
prcductive enterprise which 
will complete with U.S. 
enterprises, is there an 
agreem-nt by the recipient 
country to prevent export tc 
the U.S. of more than 20% of 
the enterprise's annual 
production durinj the life 
of tUe loan? 

3. Project Criteria Solely for 

Econo:nic Sup.ort ind 

a. F\ Sec. 531(a). Will this 
assistance promote economic 
or political stability? To 
rhe extcnt Ixssible, does it 

reflect the policy 
directions of FAA Scction 
102? 

Yes 

Yes 

b. FA Sec. 531(c). Will 
arsistarce under this 
chapter be used for 
military, or paramilitary 
activities? 



5C (3) - ST.'DARD ITDI CHI:X2KISl' 

Iisted b-low are the statutory items which no--ly will be covered 
rcutinely in those provisions of an assistant greement dealing with its 

implementation, or covered in the agreement I mposing limits on certain 
uses 	of funds.
 

These itemas are arrangcd under the general hi ngs of (A)Procurement, 

(B) Construction, and (C) Other Restrictions 

A. 	PFPJR 

1. 	FAA Sec. 602. Are there 
arranaements to permit U.S. AID will follow its 
s,ill business to participate normal procurement
 
equitably in the furnishing of procedures.
 
commrodities and services financed?
 

2. 	 FAA Sec. 604 (a). 'ill all 
procu:cment be frori the U.S. Yes 
except as otherwise determined by 
the P7pesid:nt or under delegation 
frow hin ? 

3. 	FAN Sc,. 604(d). If the N/A
 
cooperatin3 country discriminate­
against U.S. ,nirine insurance
 
comenies, will comrcx]ities be 
insured in Lhe United State;
 
against irorine risk with a 
copany or comFzinies authoriz,_d
 
to do a a insurance business
nrane 

in the U.S.?
 

4. 	FA S..c. 604(e); ISCA of 1930 N/A
 
Soc. 	705(a). I!'offshore
 
procurement of acricultural
 
ccmmodity or prcduct is to be
 
financed, is there provision
 
against such procurement whcn the 
dorr.stic price of such conirodity
 
is ]e:Qr5 than Larity? (Exception
 
where con-..x :ty financed could
 
nct reaso:atl!y ho r'rocured in
 
U.s:)
 

-I 



5. FAA Sec. 603. Is the shipping 
excluded from compliance with 
requirement in section 901(b) of N/A 
the Merchant Ma~in Act of 1936, 

as amended, VIat at least 50 per 
centum of the grofs tonnage of 
commoaities (ccmputed separately 
for dry bulk carriers, dry cargo 

liners, and tankeis) financed 
shall be transporyed on privately 

owned U.S-flag corpmercial vessels 

to the extent that such vessels 
are available at fair and 
reasonable rates? 

6. FAA sec. 621. If technical 

assistance is financed, to the Yes 
fullest extent practicable will 
such assistance, goods and 
professional and ither services 
be furnished from private 
enterprise on a contract basis? 
If the facilities of other 
Fecural agencies will be 
utilized, are they particularly 
suitable, not comeititive with 
private enterprise, and made 
available without undue 
interference witn .domestic 
programs? 

7. international Air Transport. 
Fair Comwetitive Practices Act, 
1974. if air transportation of Yes 
persons or property is financed 
in gLant basis, will provision be 
made that U.S. carriars will be 
utilizei to the extent such 
service is availabie? 



! !' ! : -,,I : ,: ; I rt 

6.5: Cont inu in p.lcol.u lon Sec. 505. 

It teL u. S. (4(r t .,;-a party 
ta cLoiitr,,L:L for' procurement, 

- d: es the cont Ic c na.in a 

... _ Coninuw..___________ o i tsuchCz. ,s1 
convt 

_________,___-t.. r th.. 
inteini&blJ '? Uzi i'te St"tc 

. _.. 
" 

__- _ _ - .. 

U. CCN.I1rILUCT1ON 

1. FAA Sec. 6O0fl1d) . tc,-.ita1 
(e.g., c .. nt-Luzu.iafl) ptoject, arty.) 

ezugineeru nd p ;a ti au 
se~rvices of U.S. Ci±rms atid their. 
affiliates tu L.,! used to the 
mae iumI itel consistt... with 

the nation:al illtere"es? 

. FAA Sec.. 611(cL). !If cuntrcts Y A 

,,L cuistution ate to b-. 
financed, will Lhc.y Lho let on a 
co~mpL~titive .Ijisi ;t maxiniuin 
ext*:.t prauticabnd? 

3. FAA 6210(k). !If for N/A 

cn'tructiull .o , h! U.t. c 
enterprise, \.iall 
ot assistaznce to 

I y.' 
bk 

Lgate value 
furnishud by 

~thec~sU.S.-At~'ec $IOU mill ion? 

I . A~..~.2dI).LCIQL 1~pn~ntN/A 

24 pur in irii Lrj ~ rzjc.4, p..tiCod 
and.ar t lv~zi;t 36 ptz innzum 

La t ter j 

VAA St~c. 
i., Lia 

3,)l (j). 
h ~ tt1b7oIo 

I f f Laid 
, y U.!:. 

i:; N/A 

contr 1i, t iloIi; t&:lddn:i1i!A0 0-13 Oy 

.... ........ .... Ge.*rzet La i have 

~Best ~DcmnS' 



3. FAA Sec. 620(h). Do arrangements Yes 
exist to insure that United 
States foreign aid is not used in 
manner which, contrary to the 
best interests of the United 
States, prom.otes or assists the 
foreign aid projects or 
activities of the Communist-bloc 
countries? 

4. Continuing Resolution Sec. 514. 
If participants will be trained Yes 
in tne United States with funds 
obligated in FY 1981, has it been 
determined either (a) that such 
participants will be selected 
otherwise than by their home 
governments, or (b) that at least 
20% of the FY 1981 fiscal year's 
funds appropriated for 
participant training will be 
participants selected otherwise 
than by their home government? 

5. Will arrangements preclude use of 
financing: 

a. FAA Sec. 104(f). To pay for 
performance of abortions as Yes 
a method of family planning 
or to, motivate or coerce 

persons to practice 
abortions; to pay for 
performance of involuntary 
sterilization as a method of 
family planning, or to 
coerce or provide financial 
'incentive to any person to 
undergo sterilization? 

b. FAA Sec. 620(g). To Yes 
compensate owners for 
expropriated nationalized 
property? 



C. FAA Sec. 660. To provide 
training or advice or 
provide any financial 
support for the policc, 
pr±-zons, or other law; 
enforcement forces, except 
for narcotic- programz? 

Yes 

d. FAA Sec. 662. For CIA Yes 

activities? 

e. FAA Sec. 636(i). For 
purchase, sale, long-term 
lease, exchange or guaranty 
of the sale of motor 

Yes 

vehicles manufactured 

outside U.S., unles a waiver 

is obtained. 

f. Continuing Resolution Sec. 

504. To pay pensions, 

annuities retirement pay, or 

ad3usted service 
compensaLion for military 

pers"nnel? 

Yes 

g. Continuing Resolution Sec. 
506. 7n pay U.S, 
asesSLMtS, arrearages or 

dues. 

Yes 

h. Continuin ['-solutio n Sec. 

507. To carry out 

prcvisicns of FAA section 
209(d) (Transfer of FAA 
funds to multilateral 

organiz.tio. tur lending.) 

Yes 

i. Continuing ResuIutioh Sec. 
539. To finance the export 

of nuclear eqjipment fuel, 

or technology or to train 

foreign nationals in nuclear 
fields? 

Yes 

j. Continuing Resolution Sec. 

510. For the purpose of 

aiding the efforts of the 

* governnent of 

Yes 



such country to repress the
 

legitimate rights of the
 
population of such country
 

contrary to. the Universal
 

Declaration of Human Rights?
 

k. Continuing Ref.o)ution Sec.
 
Yes
516. For publicity or 


propaganda purposes within
 

U.S. nut authorized by
 

Cong ress?
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BENEFICIARY ANALYSIS
 

Beni
y:-nicipal and governorate officials in each of the three cities of 

Suef, Fayoum, and Minia reported that drinkable water and sanitation were 

the highest priority needs of their communities. Their priorities were 

based on their own perceptions of needs and the priorities they felt the 

citizens of these communities themselves )uld have expressed. At the 

needs, demands (felt needs),time, however, there was no information on 


the distribution of need within communities, who would benefit from sewer
 

and water activities, and what kinds of impediments might be encountered
 

in implementing sewer and water subprojects targeted for particular
 

beneficiaries.
 

This Annex provides information on each of these items.
 

A. NEED AND DEMAND 

1. Need 

individuals or families who require sewer"s'eed" refers to the number of 
cities has responded over the
and water services. Each of the three 


years to these needs, but the responses have been inadequate. The
 

cities, therefore, have- unmet needs (service gaps) that the present
 

project will help meet.
 

lart A of Table 1 identifies several basic determinants of need: (1) the
 

three cities have a combined population of somewhat less than one-half
 

are growing fairly rapidly. When translated
million, and (b) they each 

sewer services forinto "service units," the cities require water and 

51,577 residential buildings containing 88,622 separate dwelling units in
 

which the population of 482,700 people live.
 

Part B of Table 1 provides best estimates of units'and population with
 

water and sewerage services listed separately. When expressed as
 

the three-city population are

deficits, 3E% -- 185,497 people -- of 

without water in their "residential units"; 76% -- 368,408 people -- live 

in huildings without a sewerage connection. The three cities vary in 

size and unmet need, and in each community, water is more accessible than
 

canitary waste services.
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TABLE 1
 

WATER AND SANITATION NEEDS
 

A. Service 	i.eeds
 

1. Population
 
(a) 19E0 


(b) 1960-76 annual growth rate 


2. Service Units
 
(a) Number of families
 

(residential units) 


(b) Nuiaber of residential buildings 


B. System Response 

1. Watur 
(a) % residential "units" connected 


(b) Populatiol without service 


2. Sewers
 

(z) % residential "buildings" connected 


(b) Population without service 


Source: 	 PA[CO, National Urban Policy Study
 

B 1(b) and 2(b) based on A l(a), B l(a) an' 


Beni Suef 


130,700 


2.56% 


24,863 

15,008 


65.e% 

44,699 


34.2% 


86,001 


R 9( 

Fayoum 


189,000 

3.13% 


33,878 


21,330 


57.5% 


80,325 


26.3% 


139,293 


Minia 


163,000 


2.77%
 

29,861 


15,239 


62.9%
 

60,473 


12.2%
 

143,114 


Total
 

482,700
 

88,622
 

51,577
 

185,497 (38%)
 

.368,408 (76%)
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These figures refer to a static situation only, as suggested by the 

population growth rates. The three urban areas are growing faster than 

the rural populations in the same governorates. According to a 

Mssion-funded survey conducted in Beni Suef, this growth is reflected in 

two separate patterns of urbanization: (1) the informal housing areas 

are expanding as rapidly or more rapidly than housing elsewhere in the 

city, and (2) there is "vertical" expansion in the already built-up parts 

of the city. Informal areas are typically not provided essential urban 

services and, as a consequence, the service gap is especially serious and 

Crowing in these areas. Vertical growth typically occurs in 

already-serviced areas, but the growth often results in service demands 

that exceed the designed capacities of the service systems in these 

particular areas. This excess also represents as serfvice gap, one that 

creates especially noxious health influences in inadequately sewered 

highly congested neighborhoods. 

The water and sewer deficit figures are deceptively low *or several 

reasons. Water service is irregular, pumping operations are frequently 

interrupted, and pressures are often too low even to provide water in 

units that are connected to the system, especially during peak demand 

periods. Residents, therefore, must have back-up sources. In Fayoum, 
for example, nearly 58% of the population have access to water in their 

residential units, tut, public taps offcring free water account for an 

estir.ated C1% of the water consumed in the city. Public taps only 

account for 2% of Cairo's consumption, although a World Bank Study found 

Beheira in the Delta more typical of Middle-Upper Egypt -- with public 

taps accounting for about half of all water consumed. 

Residents rely on several sources of water -- their own individual taps, 

mosques, churches, neighbors, unprotected ground sources, private 

vendors, riirs, and, even, canals. They also must rely on a variety of 

vessels to fetch, storu, and dispose of their water. As a result of
 

these different sources and means of convenience and storage, there is no
 

way at present to assure that the 483,000 residents of these three urban
 

centers will have access to satisfactory amounts of water safe for
 

drinking, personal hygiene, food preparation, and other purposes. The
 

true water deficit, therefore, is not 185,497 but probably the entire
 

population of 482,700 people.
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The sewer deficit is also much more serious than indicated in Table 1.
 
Irregular pumping results in backups and flooding in some neighborhoods
 
(s reported in Fayoum); a sizeable number of buildings rely on cesspools,
 
vaults, and holding tanks that are not adequately maintained nor
 
emptied. Raw sewage spills into the streets in these areas as well.
 
Strets are the last -- if not first -- rescrt for the disposal of human 
waste for some residents, and streets are also the major play areas for 
children. 

These sanitary inadequacies in both sewered and unsewered areas would be
 
sexious in any community, but they are especially serious in communities
 
with the high ground water ta&les found in the present three provincial
 
cities. Many residents rely or, unprotected ground water -- or rivers and
 
canals -- for their secondary if not first source of water. The
 
inadequate sanitary facilities in these communities is contaminating this
 
water, further exacerbating the noxious health environment of the
 
residents.
 

Because Egypt does not yet have accurate statistics on personal health,
 
water use, and environmental conditions, it is not possible to assess how
 
serious a health threat water and sanitation syrtems present in these
 
three cities. Existing data are questionable. Urban infant mortality
 
rates for 21 governorates in i76, however, indicate that Beni Suef is
 
second highest, Minia is tied for third, and Fayoum is tied for the next
 
rank. These three urban environments appear to be among the worst in
 
Egypt. The accuracy of these statistics, it is emphasized, is unknown,
 
and the etiology of infant mortality in the communities has not been
 
detcrmined.
 

In sunmary, the statistics in Table 1 provide only a partial measure of
 
need. Supplementary information on operating systems and gaps suggest
 
that the officials in these three communities had good reason to assign
 
high priority to improving and expanding water and sewerage services.
 

2. Der:wnd
 

Information collected in Beni Suef, supplemented by studies conducted in 
Beheira and Cairo, suggest that residents in the three provincial cities 
in fact place this same high priority on sewerage and water services. 
The need is "felt"; it is a demand.
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A Mission-funded study in Beni Suef reports that 
residents rate water and 
sewers as their highe:;t priority needs. Another Mission-commissioned 
study in Cairo (for the metered water project) came to the same 
conclusion. A large sample survey carried in Beheira for the World
out 

Bank also found "that people in the supply area value safe public water
 
and its benefits."
 

Studies in three different parts of Egypt, therefore, agree in their
 
assessment of the high priority Egyptians place on water and, it seems,
 
sanitary waste disposal. There is not only a need for these services; 
there also seems to be a sizeable suppressed demand for them. The 
priorities exprersed , the officials in the three provincial cities do 
reflect both the felt and real needs of the residents.
 

3. Other Problems
 

These corziunities have many other needs in. addition to sewers and water.
 
For example, the three have traffic circulation problems resulting from 
thcir linear settlement patterns along water ways that are also divided 
by a railroad, canals, and major streets. Travel is further complicated
 
by inadequate road 
 widths and the physical condition of streets and 
roads. Some were described as not even suitable for pedestrian use. A
 
MUssion-funded study alo reported garbage was littered on the streets,
 
although solid waste removal and street 
 cleaning were not priority 
concerns of officials in the three cities.
 

Sewer and water are obviously not the only serious problems experienced 
b thLse cities. They are, however, the problems that are assigned 
highest priority. They are consensus problems, the ones that 
governmental actions and U.S. support are most likely to elicit favorable 
public responses.
 

B. BENEFICIAbIES
 

Sulpruject activities for essential services will differ in the incidence
 
of their impacts and beneficiaries. Improvements in existing systems

wil. provide relatively more benefit to those already being served.
 
Extensions of systems will reach new beneficiaries. In some instances,
 
.4t may be necessary to upgrade the existing system so that extensions may

be added to them. 
 The three cities will be "encouraqed to consider
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beneficiaries in the development and phased implementation of subproject
 
activities. Very little information is now available to assist them in
 
this task. The materials presented below suggest that site-specific
 
sul-projects will differ considerably in their benefits.
 

1. City-Wide Socio-Economic Levels
 

There are no reliable family or individual income figures for these three
 
cities. Literacy and educational statistics, however, indicate sizeable
 
differencer among the communities (Table 2). Fayoum, the city where free
 
public taps account for 61% of all water consumed, has the lowest
 
'iteracy level, especially among women: 42% of the Fayoum women age 10
 
and above were illiterate in 1976, compared with only 29% of the women in
 
Minia. However, the median for the three areas is about the same as for
 
Cairo and Alexandria.
 

TABLE 2
 

LITEFACY AND EDUCATIONa 

Male Female
 

Illiterate Up to Above Illiterate Up to Above
 
Stcondary Secondary Secondary Secondary
 

Fayoum 26 24 3.5 42 18 1.5
 

Beni Suef 20 31 4 36 20 1.5
 

Minia 16 33 4.5 29 21 2 

A'exandria 22 24 4 37 18 2
 

Cairo 19 27 6 36 21 2.5
 

a/ Age :0 and above, 1576. 
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If educational level is associated with level of income, then the
 
intra-cor-=unity income distributions should be somewhat similar for the
 
two groups of urban centers: (1) the three provincial cities and (2) the
 
two large metropolitan centers. However, the FayoLun inccme distribution
 
appears to be especially skewed toward the poor.
 

The Mission has updated the 1974-75 Urban Household Expenditure Survey, 
prepared by CAPMAS, bringing it to 1979 levels. The median family annual
 
expenditure was L.E. 900 to 999, and the lowest quartile was under
 
L.E. 700, or about L.E. 57 per month.
 

Incomes are generally thought to be lower outside the two major
 
metiopolitan areas, although a Mission study in Beni Suef found that
 

fini hed construction prices per square meter in the informal sector are 
the same as in Cairo. Since many consumer products are sold at fixed 
subsidized prices, it is not possible to estimate for this Annex the 
relationships between cost-of-living and family incomes in these or other 
areas of Egypt. However, informed observers generally agree that these 
three communities -- especially Fayoum -- are on average at a lower 

socio-economic level than certainly the large metropolitan centers. That 
their quality of life is also lower, is supported by the previously-noted 
high infant mortality rates and the reliance of the communities on public 
vater tans. 

2. Iter-Neich)-.rhood Differences 

A7.though thv picture is unever., several rtudies and personal observations 
suggest that the poor are the least likely to have access to existing 
essential services in these cities. A Mission study of 20 neighborhoods 
in Beni Suef, for example, found that unsewered areas are the most likely
 
to he poor and to lack paved main streets. But they are also least
 
crowded. This is because (following information provided by a University
 

of Cairo planning team working in Fayoum), these cities have oeen adding 
popu1ntion by incorporating rural areas that are rapidly expanding
 
th:ough the building of inforntal housing. They are a mixture of old
 
rural poverty with new urban poor families.
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TABLE 3
 

DENI SUEF NEIGIIBOrJMOODS 

Unsewered Sewered
 

Neighborhoods Neighborhoods
 

14%
100% 


% Having paved main streets 15% 86%
 

8% 43%
 

% Poor 


% Crowded 


Number of Neighborhoods 13 7
 

newer ruralThe University of Cairo tei.m working in Fayoum found that the 

the poorest and that the city's low-,incomeareas added to the city were 

least likely to have essential services. The
neighborhoods wer". the 


Mission-funded study of basic irfrastructure for these three provincial
 

cities concludud "from windshield observations" that the areas not served
 

by water networks have the poorest housing and "presumably the most needy
 

persons." Confirm~ation of this relationship between housing and poverty
 

is provided by the Mission's socio-economic study for the proposed Cairo
 

metejed water project. This study found a disproportionately large
 

number (63%) of the foitilies in ii-formal areas were in the bottom
 

quartile of urban family incor es (expenditures).
 

seems 


on public taps. These are the residents who
 
In the older and more corigested parts of cities, it that the poor
 

are the vost likely to rely 

system's pressure drops. The
 are usually the first to suffer when the 

most likely to be deprived of
 poor, regardless of where they live, are 


essential services.
 

3. Women
 

Tie%way water is provided has an especially significant impact on women, 

for throughout Egypt they have the responsibility for collecting water 

wlen it is providcd by public tap,. They are also responsible for 

disposing of waste water.
 

(i\
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The 20 to 25 litre bastilla is
 Water containers come in different sizes. 

on their head. They store
 

commonly used. Women carry these vessels 


clean water for drinking in large, heavy, oval-shaped jars (zir) or
 
Special
filled the
that are from zir.


smaller pottery jugs (kola) 


bastilla are used to store wastewater or to store water to be boiled 	 for 

1aundn.
 

and disposing of water is a labor-intensive, time-consuming,
Oftaining 

amount of time devoted to this
and energy-expensive responsibility. The 


the size of the family, whether they have
 
one function alone depends on 


animals (and many of the rural-area neighborhoods in the provincial
 

cities are likely to have animals), the distance between the house 	and
 
how


the water source, how difficult the trip between these two points 
is, 


many outlets there are at the source, how many other women want to obtain
 

same time, the water pressure at the tap, etc., etc.
 water at the 


one's own home can easily save many
An adequately operating water tap in 

up to 3 or 4 hours a day. The siting,


women (and their daughters) 


desigr, and adequate operation of water taps outside the home also can
 

on women. Women,

have significant time, energy, and health impacts 


improved water

therefore, are particularly likely to benefit from 


services. 

C. CCNo7rJIN'S AND ISSUES
 

AID and other donor agencies have identified a number of 
issues that must
 

the design and successful implementation of sewer and

be addressed in 


water projects in Egypt and elsewhere 
in the Near East. It will be the
 

responsibility of the T/A contractor for the present project to work with
 

the three cities in devising aid executing solutions to these and other
 

problems as they develop.
 

I. Increased Consumption, Waste, Cost, and Cost-Recovery
 

The Cairo study of informal areas estimated that families obtaining their
 

from public taps consume on an average from 21 to 36 1/c/d. The
 
water 


at about 40 l/c/d, but

World Bank study in Beheira places this figure 


more than double -- up to 90 l/c/d -- for "low grade

consumption figures 


Lrc-rtments with one tap per dwelling" (see Table 4).
 

.°. 	 / 
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TABLE 4
 

WOKLD BANK CONSUMPTION ESTI ATES BY CONSUMER CLASS 

(Beheira) 

Liters/Capita/Day
 

Consumer Class Description 	 1980 1990 2000
 

A 	 High class with luxury dwellings 

with multiple fittings l60 190 200 

B 	 Middle class to good standard 

housing with full plunbing 115 125 140 

Low grade apartments; one tap
C1 

per dwelling with shared 

90 90 90
toilet - Urban 


Low grade dwuluIngz-, generally
C2 
in nral areas 65 65 65 

40 401/ 40.1/
D 	 Cc.Lujners on standpipes 

I/ For the purpose of demand projections 15 l/c/d has been added for small
 
water supplied under
trades, institutional use and supply at mosques; 


will be metered. The standpipe requirement based
these categories 

at the standpipe forapproximately on 55% carried away, 35L used 

washing and 	10% wastage.
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Actual i/c/d figures will depend on the type of delivery system provided,
 
pa!rticularly the degree to which reliance will be placed on public taps, 
the desion of the taps, the quality of water provided, arid other 
considerations affecting the release of suppressed demand for water. The 
World Bank calculates that the Behcira project could meet basic water 
needs without absorbing more than 2% of a household's income. The 
consultant report for the present provincial cities project indicates 
miuch higher charges, although the two sets of computations appear to 
incorporate different cost considerations.
 

Unfortunately there are no data on either the price or 
income-elasticities of derand for water in Egypt. It is not possible, 
therefore, to develop an optimal or even defensible delivery system that 
would balance cost-recovery with consumption levels, needs, ability to 
pay, and, most importantly, sole 24-hour reliance on the safe, reliable 
water and sanitary services that will be provided.
 

Major potertial cost savings could result from rehabilitating existing 
sysL--. Unaccountable losses to the systems would be reduced, leaving 
more "hbllahle" water. On ti'e other hand, there are strong religious 
beliefs regarding free water, especially from public taps. Therefore,
 

.reliance on these tap-, .a in Fayou!, could reduce the amount of billable 

watei. Fulthermore, a's suppressed derand is released through better 
seurvice, it is very likely that wastage will also increase. Experiences 
elLew!'.ere in Egypt indlcate that conservation of water is a major issue. 
The higher th.e wastage, tUe greater the capacity and output that must be 
de-iged into the system. Capacity has obvious implications for both 

capiti.l and recurring costs. 

Initial " systei development and household conniections for individual 
d',.el ling units and buildings also raise serious cost questions,
 

epecic .ly for the poor. ES-Parsons estimated it would cost L.E. 740 to 
connect an individual building in Cairo's informal areas to a proposed 
water and sewerage system (see Table 5). 
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TABLE 5
 

ESTIMATED COST OF CONNECTIONS PER BUILDING 
(Cairo Informal Areas, 1980)
 

Water - Street main to building L.E. 110
 
Sewer - Street main to building 90
 
TOTAL - Street main to building L.E. 200
 

Water - Share of street main to source L.E. 110 
Sewor - Share of street main to disposal 430 
TOi.AL - Share of street mains L.E. 540 

TOTAL - Cost of Water and Sewer L.E. 740
 

Mary families are apparently willing and able to pay for connectionc.
 
Mont families, however, would need access to credit that does not now 
exist before they could obtain service.
 

These figures for both initial and recurring costs raise questions about
 
approprizte standards, technologies, and least-cost solutions for water 
and sewerage systems. 

On the basis of experiences elsewhere in Egypt, it seems likely that the 
initial costs for connections will deter many landlords from providing
 
cturvices to their tenants. Forty-sevcn percunt of Fayoum households are 
renters, and there is a growing number of renters in Beni Suef. Their 
landlord's consent is required before connections can be made, but under 
present rent control laws, the landlords have minimal incentive to 
provide this service or even allow their tenants to p ;y for it themselves.
 

In sunary, the success of sewer and water subprojects targeted to
 
benefit the poor will depend on the ability of these cities, with the 
ar istance of the T/A contractor, to devise ingenious solutions to issues
 
rlating to standards, thu distribution of different types of outlets, 
initial and recurring cost.s, credit arrangements, conservation measures, 
cu2tuall attitude. toward water, the legal rights of landlords, and the 
incentives that can be p~ovided so that their tenants qan benefit from 
the new services in the three cornnunities. Annual evaluations will 
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address these issues, and changes in program concept and requiremrents 

will be made, as appropriate. 

2. Sevvrs, Water, and Health 

Public health experts suggest that systems providing over 40 I/c/d
 

require materborne sanitary systems to dispose of waste water. As 

indicated earlier, household connections are likely to increase 
Existing pit latrines are notconsumption levels to at least 90 i/c/d. 

adequate to handle this increased load. If families dispose of their 
-aste by throwing it on the streets, then the provision of safe reliable 

drinking water could have just the opposite effects intended for it. 

Therefore, cities will have to closely coordinate the extension and
 

upgrading of their sewer and water systems.
 

The World Bank concluded that providing potable water to Beheira would
 

not by itself assure that the inttnded health effects would be realized. 

The Bank, therefore, built a small health education conponent into the 

project. It is to encourage consurners to make proper use of water nd to 

fcllow good sanitation practices. Conservation measures could also be 

encouraged by this effort. 

The prezent project will encourage and support similar complementarities, 

which in turn will be subjected to annual evaluations. 

3. Pi: 
Regarding street paving and/or resurfacing of existing streets, the 
Mission's experience in other water and sewer projects in Egypt has shown 
a demonstrable need to repave streets after excavation to install water
 

and/or sewer mains. The perceived benef its by thie population served are 
enormous. While storms are infrequent in Egypt, they do occur and are 

usually intensive. Without providing proper drainage, grading and a 
surface treatient that will last with minimum maintenance, swampy areas
 

are formed with their attendent adverse effect on the health of the lower 
income families. However, each street paving sub-project will be
 

subjected tc a socio-economic analysis of cost-effectiveness. 
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- UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT 

ANNEX F
CAIRO, EGYPT 
Page 1 of 1 

CERTIFICATION PURSUANT TO SECTION 611(e)
 
OF FAA 1961 AS AMENDED
 

I, Donald S. Brown, Director, the principal officer of the
 

Agency for International Development in Egypt, having taken
 

into account, among other issues, the maintenance and
 

utilization of projects in Egypt previously financed or
 

assisted by the United States and technical assistance and
 

training planned under this Project do hereby certify that
 

in my judgement Egypt has both the financial capability and
 

the human resources to effectively install and utilize the
 

cenital assistance to be provided in the participating
 
t Project.
Governorates under the Provincial Cities Developm 


Donald S. Br wn
 
Director
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DESCRIPTION OF LOCAL GOVERNMENT ORGANIZATION
 

Formal Levels of Organization within the Governorates
 

Thc Governorate
 
Headquarters 	 This organization has general responsibility
 

for supervision and/or oversight of performance
 
of local government responsibilities.
 

Markaz (District) 	 Districts into which the governorates are
 
divided for administrative purposes (similar to
 
U.S. countries).
 

Markaz City The principal city within the Markaz
 
(frequently the only city therein) is
 
responsible for not only administration of its
 
own affairs but also various aspects of
 
coordination of the municipal and village
 
council governments within the Markaz.
 

The Markaz city in which the headquarters of
 
the governorate are situated is frequently
 
called the provincial city, or the "Capital
 
city". In law it apparently has the same
 
status as each other markaz city.
 

Village-Councils 	 Organizations of groups of villages for
 
administrative pruposes.
 

Principal officials and official bodies:
 

At tne Governorate Level. The Governor is nominated by the President and
 
has ministerial rank within the government of Egypt. As such he is the
 
most important official within the governorate. He has wide legal power
 
in a number of respects but is limited in other areas, especially in the
 
bucgetary process.
 

The governor presides over the governorates Executive Council, composed
 
principally of directors of those ministries that maintain directors at
 
tne govetnorate level. The.executiae council 4s thep.oficial
 
administrative coordinating body of the governorate.
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An Elected Council Provi4es representation from the various markaz into
 

which the governorate is divided--consisting in some of the larger
 

governorates of more than 60 members. The powers of the elected counoil
 
appear to be limited to (1) Approval of the proposed budget for the
 
governorate, (2) approval of the distribution of moneys, within the
 

"headquarters budget" of the governorate, among the various units of
 

local government, and (3) certain oversight and Ofollow-up"

responsibilities.
 

The Markaz City. The Executive Council of the markaz city (which is the
 
capital city in the case of the three cities of concern in this study) is
 
presided over by a chief, who is frequently referred to as the Mayor. He
 
is appointed by the Governor. lie does not have authority to enforce
 
orders or, except under extreme circumstances, to replace local
 
directors. The mayor is assisted by a deputy who acts as his principal
 
administrative ufficer.
 

The Elected Council of the markaz city stands in relation to the city in
 
much the same manner as the elected council at the governorate level
 
stands.
 

Public Works Organization, Operations and Staffing
 

Governorates ahid City
 

Public works within the procincial cities are implemented, operated and
 
naintained at various levels of government. The main city-related public
 
wULks responsibility at the governorate level is with respect to roads;
 
ine of the three cities are well staffed for road projects and only
 
es!;entially have only laborers for road maintenance and repair. The
 
thLee governorates have responsibility for all paved and unpaved roads
 
within their jurisdiction except the Cairo-Aswan Highway, certain
 
bridges, and the city streets. in practice, the governorates also
 
pruvide services with respect to city streets.
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The following governorate highway department staffing 
levels were
 

reported: 

Beni Suef: 3 Engineers 

40 Technicians 

1,500 Laborers 

5 Civil Engineers
Fayoum: 

4 Mechanical Engineer,
 

12 Assistant Engineers
 
1,100 Laborers
 

3 Engineers
 

6 Technicians
 

1,700 Laborers
 

Minia: 


includes an engineering department
City stalfing in each case 


water and sewers, among other functions.
with responsib*ility for 

the three cities but
Annex L ji.ovides the organization charts for 


these are not uniformally representative oZ actual stffing. 
In
 

tne caie of F'ayoum, the following staffing levels were reported;
 

this data may be considered to be generally representative 
of the
 

other two cities as well.
 

\A
 



Annex G
 

Page 4 of 4
 

CITY OF FAYOUM,STAFF
 

Description 	 Grade/Level Numbe
 

Specialists (Engineering, Agriculture,
 
etc. University Degree). 1 i
 

2 	 6 
3 40
 

47 

Technical (High School Degree) 	 1 9 
2 	 8 
3 106
 
4 114
 
5 	 3 

240
 

2 11
Professional (Carpenters, Drivers, etc, 

3 112
 
4 129
 
5 75
 

6 78
 

405
 

1 	 1
Administrative A (Univ. Degree) 

2 13
 
3 	 7 

21 

Administrative B (High School Degree) 	 3 122
 
4 211
 
5 	 8 

341
 

3 63
Assisting Services 

4 167
 

S , 188
 
6 553
 

971 

City Total 	 2025
 



UNITED STATES GOVERNMENT
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NE/PD/PDS, Stephen F. Lintner,.FQc ANNEX H 
Bureau Environrnenta 1.Coordinator Page I of 6 

I!GYPT - Mid-Egypt Provincial Cities - Project IdentificationDocument (263-0127) - Environmental Review
 

NE/TECH/SARD, John Lewis,
 
Project Chairperson
 

I have reviewed the initial Environmental Examination (IEE)
 
prepared for the proposed project and concur with the recom­
mendation of the Mission that it be given a "Positive Deter­
mination" in compliance with the requirements of 22 CER 216,
 
"A.I.D. Environmental Procedures". It is requested that the
 
Mission provide this office with a "Scoping Statement" for
 
the Environmental Assessment when It becomes available.
 

cc: 	 CC/NE, T. Carter
 
AID/Cairo, W. McAleer, Mission Environmental Officer
 
AID/Cairo, L...M. Hager, Senior Legal Adviser
 
AID/Cairo, A.. Nathanielsz, Mission Project officer
 

O..rlONatL r.f.DM NO. if
 
GZCV F . -ig 1
 

** eA ItP.#N d1l l iltl, 

"dIo ''I 

\C.Y.. 
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NA~pA'i"X,!SMSION
 

IO. Poect Locat, -


Egypt
 

2. fP ject Ttle
 

Provlncial 
Cities
 

3, Furjmou,
, 
 C[31 Year and 


FY 1981 
 $75,0L,0000
 

4. IE PparedBy 

Ault Natharilielsz
 

5. Action Recommed dDa 
 Date:e,Febra 5,98
The Projectdermintiton,nay have"e ulrnan efce an
the the enviroment and
e ts
det nn~~ti n or qui ir~ therefort!waste that awateraInitiating ScopeddisposalenvIrO~n ental," 

, 
.s 
wr 
t 

sem 
,,, 

e 
.mn t ....

beastenjcr . ent a or r, the asses ..... t preoreto.Idiflctio wateForr 
dispo sal be or e m lo taste water PlantstheIs reconnended.uc 

6. Di Scussion f "ea j tlon 
teri at
 

a _ m.t ia
r e 
t o. .. 
 ..
At t ,c O n r ..cpd~a...........-
En vironmen tal Relations oThe PrPOsed 


Mia, Project 

.,an consistsf and F-a oum assistanice, ey to ea-h cty to 

ayou.will to 3 Egyptian 
Provide

htz -~as as e~ h city sees 
improve its physical a sum oenvision infrastructureeansion. ,,,Inrras f t s b e t , . , _"l
fitcuje s c u e I Iatructure c to broad Project In vital­

expansion Projects tuldelines.toatJ M:d:rnization be Selected toof be the.waterserving a 
the and

,'itics. The CCsepnrrts
aroj ofr the projecta)t s; inC nsul~ nL] s-,.rvices t gto 

each cityenerally 
test feasibi1ity
Pronst.Itr;, and Pia,u) rvice. toa-
 v 

(nlnt esl(n proj6cts;) corlstrtuctitui of replacemnt and expinsion of existing ,otabl,.w-ter and sewer.:,, 
aystems. 

http:reconnended.uc
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Although no negative ,effects are foreseen the relationships of these
 
ccrrponents to the enviror.ent vary. Generally, the intent of all the
 
corponerts Is to iMPrrove the functioning of the existing potab' water
 
and sewage networks. Because the systems are now operating at 'less than
 
optimum effectiveness with resulting delitorious effects to the ecology
 
and hum3n health overall project effect will be to better the environment
 
as efficiency Is improved.
 

The project planning and preparation assistance will only -affect the 
environment as plans are developed and projects implemented. These plans
and projects cannot now be delineated. However, what can be defined isthe responsibility of U.S. funded personnel to consider and ex3mine 
envi rornment al factors in plan and project preparation. Such 
esporsibilities will be written into the of work for
scope these
 

personnel.
 

In a similar manner one of the requirements of the feasibility study and
 
preliminary design team will be an analysis of the potential
 
environmental effects of any changes proposed in the current 
systems.

Such analysis will b_,delineated in the Scope of Work, will be funded and
 
specific sections'.of the feasibility work and preliminary plans will deal
 
with enviror.ental. issues. Again, possible issues or questions carr-ct be
 
accurately pretdictcJ at this time. However, if it Is proposed that any
waste water plants are to be materially modified 
or row waste water plants constructed a scrcped environmental assessr.gt
focut.'.inz on tr.'.-,trit methods and effluent disposal shall be made prior
 
to any AD furdir; of construction.
 

Training per s-2 h-js no envirorrntal impact. But the contents of the
 
training can afft',t percuptions of the effects of various actions on the
 
environment. It is expected that the training program developed will
 
contzin suitaole c"rphasis on environmental factors to be considered in
 
planniwj for aid cp._ratirj the water and sewerage networks.
 

Itn ccnstruxticn clement will seek to expand and improve the existing
 
system. The program does not propose to change the basic system.

Although the conStriction phase might temporarily cause certain noise or
 
dust pollutlon, as constnction is finished these will disappear. The
 
ultimate result will be a better operating water and sewerage [Ieourk

*ith a beneficial environmental effect as water and sewerage is better
 
t1-vated artd water nuw is economically utilized.
 

To cohcIudu, a rugat ive lEE deter inat ion'"Is recommended. This 
rvcornerdatiun is ;i:;c'd on a positive unvironaental irnpact' from the 
project. 

http:assessr.gt
http:sections'.of
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Page 4 of 6IMP.c-r I~iYr!FICATIn AND EVAIIJAI'ON FORM 

Impact Identi fi cation 
Inpact Aavas md Suh-arCa d Evaluation 

A. L.ND (,E 

1. Chaging the character of the Land throu 
Increasing the Population 

b. Extracting natural 
L 

resourcs 
N 

c. Land cleaning 
N 

d. Changingsoil character 
N

2. Altering natural defenses 
N

3. FOrClosing IrPortmat uses 
4. Jep6 rdizing mi 

N 
or his works 

N 
S. Other factors: 

1. rhy::i ,;1 state cf;,ter 

2. (w:':;ical ajjl biologica! states 
3. Ecoloc,ial baliacep 

N4. Other factors: 
N
 

Project will irTprov sewerage treatmentirpluv andboth phvsi cal and bioloirical staten
cf water" 

N - IND envirctn",ntal inpactL - Ettil enIvi rirn.ntal impactM - F te envirorLrintal in..ctH - r-Ff-"-TjU tB~i~-,.T i 
, 'ti cto- crIV Irywntal m ac 
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'ISPWCI Ir IUTIFICUIIC, AD EVALUATION FOWr.,I 
 Page 2
 

C. "ADhIJU.RtC 

1. Air additives 
N

'. Air pollution N
 

3. Noise pollution 
N 

4.Other factors: 

D. NATLRWL RISCUpCES 

1. Divirsim altered use of water L 
2. Irrev 'rible, i'cffident comrmitt.wnts N 

3. Other factors: 

E. OJLTupij 

I. ALtering physical syubols 
N 

2. Diluti of cultural traditic.s 

3. Other factors: 

F. SOCIO CC,;CWjjC 

1. OC/ges in economic/elmlIcynrrnt par'tem 
 I. 

2. Chm .sil p(11,,l aticn . 

3. (I;+:cs in cultural pat'tem 
H - . 

.. Oter' f~tcurs 
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D%..,T IFU.TIFICATICN AND IVALUATIOCN FOI!. Page 3 

G. I .TH 

1. OCiging a natural envirn.nm,t 

2. Elir'natLng an ecosystem elenent 

3. Other factors: 

Pot.ble water availability 

Lowering of disease 

N 

11 

H 

H 

H. GQMI$AL 

1. Inteniatiaial I7,racts 

2. Controversial rrpacts 

3. Other factors: 

N 

N 

I. MTIYR POSSIBLE IMACTS (not listed abovc) 

Prcpared by: Ailt Nathanielsz Date: 2/5/81 

Project Location: EOypt 

Project Title: Provincial Cities 
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C,=.ar..ctr I-ics 

(|) i:i',ht 


-. -


A -.r_ 


(.) 	Lc-eln 


]l 1::e Cou-ciIs. 


(4) 	Frrtion of 

L,-c7 

Co.,,i 


Law 	fin. 124/I',6d Law No. 57/l971 Law 	Hs. 5Z/1975 Law No. 43/1979
-9endscntu Proposed 


T__ 	 __ _ _ 
_ 

I 	

21__ __ - _ _M~r.striar'Con-itte for Ministerial committee for 
_ _ 

Mlinisterial cmmilttee for Council of Government with ligher council for 
_ 

local 
local qovcrrunmnt whose local government under the local government under the 
 Prime :itilster as Chairman. government which includesforWlion is auLhorized ty chairmans:lp of the Prime Chairmanship of the Prine and mtmliership of Minister heads of local popular

a docision from the 'resi- Minister, or the lext in 
 Minisler, or the next In of Local Government and all 	councils of the governor­dent of the Pe|,1ulicl line from committee membierA line frjm among committee the governors. ates and the governors.
Vie , i s Chirman, and membership of ministers wremlers, with membership 
 This convenes in the form
the 	 -'in-i t -r .f 1-cal whose functions are related of ministers whose func- of a conference under the
cov,:r.,ment in chaige of to local govertiment. 	 tion are ralated to local chairmanship of the Prime
secretari-t. 
 governme.t. 
 HNailster.
 

1
 
,vror-crcate, Towri, Village Governorato, Town, Village 
Governorate, 1arkaz, Town, Governorate, Harka, Town, 	 Governorate, Marke, 
Town.


I IDistrict.Village District.Village 
 DistrictVillage
 

1LrucaL Councilt Majority Executive Council 
and Popu- Executivu Committee which Local Popular and Execu- Hone-­
:of mcmti-ers Are eluctcd, 
 lar 	Council at the govern- Includes the Governor or 
 tive Councils at all
 
lsoma rcprnsentatlve 
 of orate and other levels. 
 head of unit; and an levels. 
sministries. 
 elected popular council at 

I the goveriinrate, narkaz,
 
town, village and urban
 

district levels.

I 

I*'ov'rnnr.t.: * Popular Council: Governorate Local Council 
 Same as in No. 52, except Nonle.
 
-1. _overnorIead I. Secreta-ry of the Gov-	 J. Secretary o( the 	Govern- that female representation
2. 2 - 4 members In every ernorate Socialist orate Socialist UnLon 
 was 	introduced for every
markaz or administra-
 Union Committee as 
 Committee is Chairman. 
 markaz district.
 

tJve department or Chairman.Mark:
 
the member- of the 2. Members of the Gdv-
 1. £i'ht'm:mb.rs from the
V:r,:cutiv,: Coi'nttee 
 ernorato Socialist capiltal of the market.of thn Hatinal Union. Union Committee. 2. 	 Four members from every 

3 Selected m,..ers from 3. Citizeno of towns, village unit.

the 	HlatLonal Union. 
 T.owinnsoston:
 

4. |:.-mkers of selected 4. Two members from youth. 	 1. Elqht members for every
occupations. 5. Two representing womenV 	 administrative depart­

ment.
activities.
Tnwn rouncil s: 


1. 20 members f'rom the Executive Councia 	 2. Sixteen members for the
Executive Committee 
 1. 	Governor is Chairman, 
 town having only one
of the Cmational 

administrative depart­ofthe 
or owl. 
 2. 	Deputy Governor, it 
 ment.
Unlark for 
the 	town. 
 available. 


Districts:
 
2. 	 ot more than 5 mem- Dentr i l a n s 

bers chosen Crom the . Governorate General Council1. based on six 
National Union. Secretary. 	 members representing an
 

3. 	Six memb~ers of uec- 4. Representatives of administrative depart­
ted 	oc sitlons. government organiza-
 ment.
 
Led________________ 

t ions. 

http:i'ht'm:mb.rs
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l.A'l 57/1971 
'-- P (. 


5/ L aw . 11n. o2/1975 

S1. It Is r m'ein.sahl . tzoVoaanew*-'c ,_*__!_ I. L aor,- tpn I s II ad q of T.ns,I Couh:aI O If, i" .hr c., I r th.on h,,.- nvite 

_-b.rfro~ 
 th 
 i;x,,- I repr,',setatlvem of ages-,tlvt COw.atte. elf 
th, ISnctolit Unicn. Clem and nconomic unitsI when dealinz with 

2. E-officlO Cottlir toPiCs related, to them.
se'.-
 -,I ly a '?vern-
 I 
ors
 

;3. '"- , 1.V tyClslon
 

r M-,1in1.tt:r of 
Local
 
Govori-yti l,.edc1 proJ
 
posal by the r.uvernor.
 

) U.--,l 
 Gf." r )t'"C',tncl .PopularCouncil Resons-
l - TheA,!ntr n al 1J e.he__rnra

C'..~Enan.1 I~a 7ieC-'-otol A---ntpervi piontps- , iJstr.tio
n all 
 otilaw Io. 57,
U'Vlrnorroub~ t t e ,o110u'litzr an o k 57. ththe popand ,f .Iar councils f;r-givernor overr didifferentl f rn tSppth.iicworks popu-
are rehapone- ervIlsion1ina n,,..urn utilities and worksRthat have ofbl . for follow-up and 
 loral natuire within the
'l'-ntil he'n'(it for th- 'execution of Plans related Governorate. 


I .to national work programs 
 2
oaluPtpeentaton
.Start prjets of local lin the COvernrate. 
The 2- Control and supervision 

natu:re t lat.-twi and Co,inAll is illso re.ponsj- over warkvillae c ,.: are of othor roujn-"hle for sungestilq poll-
 ells1 sanctioninci of
unable to e ~tahlisil,
ci,s, taking dectsions tor
SIOathe 
 idecisionn,

3. Give tech,,ical and lf 

approval ofatnhlih-toent
fnand i I. Consolidating defense
deto ocialt-

aioe 

of the hoeland. ,local or abllhrina
fnancid 
 oal oGovernorate. units within the
4atlons. 
 2. Suggest and establish 


1u4.
Corno .a eCou Utilities of 
local 3. Within the General Plan:
town or
Ioxhr village 
 Implement projects of
4.~uld Poa-'r shrticdationtlinipppoval
ti.cite wi nature.. follow-up.of execu-
a. Confirmation and
councIls 
In tle, entah-
 local nature that 
town
Iflhm.rnt and Relminls- tion of projects of
and village Councils
tration of public development plan",
are unible 
to establish 
 h. Confirmetion of popu-

utilities. 
 -. rartlclpate in public lar participation


5. Authnri-inq 
the dona-
 hcnefit projects with 
 plan for siding in

tion of CuVrnorate other Covernorates or
r.ro;i-rty local projects.
free of charge cotinrils. 

tc r,-.l:-. ruhlic hone-
to raicc-
 S. Approve the Governorate 
 Proposal of
fees. taxes an,!

fit to the awount of budget.
LLSon, after the pnl 


Approval of ercabllh
approval of the Minis-
 6. Approve the 
final 
 ment of loca', produc­t~r of~c.l rovernment. accounting of the C.Ov-
 tion projects. 


-

La w . 4 3 /1 9 79
 

Ire -overnorltef 
 Covernorata 
 Caunnlts
 

ties ro overand workaallthatutil - "atiobilitieg on i lsrall within tile 
a e g v previouslyn~ alr a o sjurfs- assigned to 
the Council of
diction of the Cnvcrn­

drnors 
 Govo, 
 such ts:
 
oratten and supervision
over of 1. Authorizin h alloc-


Production plans related tion of property of 
to local development. local units to indivildu­
which includep, 
 als free of
a. Conflrmttc charge, if
recipient is of
and fol- Egyptian origin, but for


low-up Of Implementa-
 non-Ejptian inititu­tion of economic 
 tens cr persons, the
plans
development plans. Cab etn , tho
Cabnet needs to author­

b. Defining the popular ize such a transaction.
 

aid in
Participation plan to 2. Approval
local projects of loans for
lans.fo
governorate productive
 
c- Aprroval of spatial 
 projects If the loan Is
and utilities plan-
 from an Egyptian aourcel
nling projects. 
 If the loan is from a
d . LOCaI tax enforce- f inu n try for
 

n. toreion country (or
 
nhould 
 authorize the
 

.reoaratoon 
 of ll]it- transacton.hd, 

erac-y oradicatilon
Plans. 3.etrnngoad­

tnl
Dterning of adsi­
tionl A 
 which should
 

addi
not exceed Prcent o
o 


tional tx the
 
----------------- r bpercent 


hould not exceed 15
 
of the original
~land 


ta.
 

http:transacton.hd
http:follow-up.of


"" 


. . . . T . . . .
::unai ry ("'i inued) 

I |... it.-erIstics s Law Il. 124/1960 Law No. 57/1971 

I
 

(' !.d I G. Giving Inans to authori-I 7. Follow-up on the execu-

,..ra' ii tfic and-efL-,lishments . tion of the Genpral 

11:ti ~* ; 
(cer.t Liuund) 

, 

.at. r:cCivlnq the Plan for production 
approval of the Minis- atid asrvices related 
ta'r of Local GovrimenaL to the Governorate. 

7. The Ccunicll m.y con- 0. Study of illiteracy 

traa:t loalir after the eradication plans and 
aiprovai of the Minis- family planning. 
ter of Local Govern- 9. Support of 
menLg or Ministerial 

Committee for Locl a local Industrits. 

Cv.-rjimiL. or by 

Fre'aidootlal decree. 

Town Co-:aacl I-; Town O,:I~ Ilslthe 

T.h f:,.e u!;c of town 
mon y for rcalizing. 

[uhlic benefit to the 

arrount oft.i:iOO, 

after rec,:tvihiq the 
ailloroval of the Mistis-
ter or l.ocal r-overn-
m,.nt. f'or amounts 
excoe-eirg 141,U000, 
xrvi for non-o-.drn-
n--:nral the 

ap.proval is Iy Pre:,i-
dentlal :crea. 

2. The Cou, cl within its 
jurisdic~tion, is author' 

ized to implement laws 
and regul-tion. related 

to public utilities 

VI]a.c Counclus c 

responsible for provid-r~spnslbo taproid-over: 

Ing the following ser-

ices: Education, health 

culture, s,cial, labor,a~jrcultre, 
ajriculture, organlza-
tion. and any other 
.,trvjces thait may be 

given to IL. 

2. Tihi administration ofh-llhment 

the combined unit with-
in its juriradiction. 

I 

17' 	 ' 


.. .
 

Law N1o. 52/1975 


4. 	It is permitted, aftuel 

thet approval of the 
Minister of Local 
Government, to donate 
some of Its 	property 


free of charge to the 

maximimt amount of 


LE25,000. 


5 	T ma after 
the approvel of the 
HWnister C.! lUcal Gay­

ernment, take a loan 


within a fixed amoumt 


of Its resources, 


6. 	Grant aid to public 


autho ities and local 


public establiliments 


within the Governorate 
to implement projects 
haviriq general benefit 

after obtaining the 
approval of the Minis-

ter concerned. 
0. 	Give opinion oC subJect.i 


the oveino or con-I 


ceraed mi,,isters, 

r,:qurr an opinion on. 

r r aheopinio withn. 

The Markaz: 
1. 	 Supervision and control 

over work of Ton and 
Village Local Councils 

that fall within its 
iitin
Vit founclls I20 


jirIsdicton.
 

2. 	Control and supervision 


a. Confirmation of the 


Markaz plan.
rganza-Markaz
 
b. 	Determilnation of 


Marka popular par-


tIcpation pla. 

C. 	 Prusrose the estah-

of utilities 

that have general 
beaoefit for the 
Markez. 

'ANN 


Law Hio.43/1979 


f. 	 UstaL)!shi free zones 

or oInlt invustnett 
venture comani.,nes
 
with Arab or foreign
 
capital after obtain­

inq 	the approval of
 
the General 	Author-


Ivy for Inve-.tnnt 
on such ventures. 

Apprnual or 	Council 

Internal conferences.
 

2. 	In rclatlon to other
 

local popular councils,
Council iS rec.|onsi­
be for supervilson and
 

c l o f he ir aod
 

control of their work,

sanctioning or refusing 

decision taken by them.
 

3. 	Tite Gover.crate local 
i'i-ular council may 
freely dizpose o. Any of 
the fixed assets of the 
Governorate. or lease 
such property at nominal 

rent, or at less than 
market rates, If such 

its dinposat is within a 
1.1:50,300 limit. 

4. 	The Council may contract
 

oans for productive
 

ptojects 	not to exceed
 
percent of its 
reven­

5. 	Givini technical and
 
financial aid to social
 

and benevolent entities.
 

It differs from Law lo. 52
 
only in the followino:
 

1. 	The Markaz Local Popu­
lar Co.sncil, on approv­
al of the Governor,
 

may dispose freely of
 
Moknz property for pur­
poses nf public benefit
 

EA I 

Proobed Ameez:,ments 

4. 	 Determination of some 
local fees. 



3.1,,nma ry (conLinurl) 

eh-vc-.-i.i I.aw tin., 24/19fU 

.5I 	 I.',-1 

Cn'..:_* 

-..r~n1- Iof 


Li :I 

I¢,,-inu-d) 

{I'.A.Jh-rity IThc.avernors nhall be 
tov-


of th-- treated on par with vice 

Sc-nor ministers with respect to 


salary and pension. 

nth-r than the abovel 
rules appliod to deput I 

Law No. 57/1-71 

Un-er this law. thL 


ernor acquired the 

status of Vice tinis-


ter. Ilsmay also be 

appointed with a status 

of Hinister. 


Liw 1.-t. 52/1975 

3. 	 It i permitted after 

ohtaininq the approval 

the Minister of 

LorcI Governnent to 
authoti7' the alloCts-

tlon of nome of the 
propert7j of the 

Harko. within a limit 


of 	,,F5,00. 


Towns: 


1. 	This Council Is res-

Ipunslble for control 

and supervision over 


district councils and 
coordination amon'y 
them. cnntrol nnd 
tlu-rvininn over dif-
fercnt-,tllitte- of 
ncal nature-. 

2. 	 Authorize.the ailoca-


tion of town prop-rty 

rreevf ch-Strne Aft-r 

th-hl'ptnvAl at th. 

l.,fiit- r of rocal 

Ccv-rnr-nt within the­
nmotmnt of LI:5.O00. 

DistrJctss
 

1. 	Conttrol and supervision 
over dirferent utili-

Lies of local nature 
within the jhrindiction 

of 	th" sector.
 

2. 	Collection of revenues
 

in town account and
 

determination of
 
expenditures suftfici­

ent for each sector.
 

The Govern-r is treated on 


par with minister or vice 

minister, depending on his 


appointment by the Presi- 

dent. lie supervises the 

Implementation of State 


[Aw Ion. 43/1 79 


if 	 suih disposal Ia 

within LEIO,OOI). Otw 

for proposals of
 

LE1,OOO-LE5OO00 the
 
Approval of the Gov­

ernorate Popular Coun­
cil Is required for
 

nnn-qovernment
 

entities.
 

Townq:
 

The same as in Law 1o. 52
 

except that the Town Local
 
Popular Council. on
 

approval of the Governor.
 
ny freely dispose of 
any town assets tor public 
hen-fit purposes if the 
lllon.al I within 

1,1 1fnnOf during one fiscal 

year. 

Sectors:
 

The snlm- as under Law No.
 

52 

The Gov-rnor shall b, 


treated on par with min-

isters with resrect to 


salary and pension. The 

Governor represents the 

President in the 


ANN EX I 
Page -1 

Proposed rusentments 

In addition to all changes
 

introduced under Law Ito.
 
43. the new amendments
 

state that the nomins­
tions for President and 
Vice Presldent of,the 

http:lllon.al


MINrE X ]
:;ununary (con t 

Page 

" 'LLr r z..,v 


r I 

'j,.- t..lInifl:. :.sa,rji__ ., 

.3-A I'--,-
f : i,., 


Lazw I~o. 12419'C.1) 
 Law No. 57/171 

afn li
I in: r ~u -'i cd to 
oI 


roc 
j


thereor, rinrs.within - T cs-Ilia lur i-

ex,_r 
 hresety
Id ep ic.c at.d 

Iirnrl 
 staLe 

it m a .F ae 

,uI 


rocJn-.on0.[ ,Ir 


.- ,nvery lailsint r 

Ill!; futicticat to tha 

Gaveror. liae Coy-

nrr or o v e r t h su ­vinicat over all func-

Lions transferred 

Thn Governor ti head
of. oar,dr-':pon'ible Every member has the
riq3ht to question the 
of,for, I I. rie.NzLinquiries.. oard 

No roghtoGovernortor quetionu-or execu-

requesL, for 
 tive council m-2rber; 


ever sub-

mltted to him. tot direct questions
Inqiryeve diectquetios
su-
 Tin affairs related to 


their functions. 
 The 

Councils intertal 


rerjulations organize
tie manner in which 

these questions or 


inquiries may be sub-

mitredl anhi 
its reg-

lations. 


f Low No. 52/1975 

policy, as well 
as tlhe 

responsibilities con-
(rrred on him. 
Under Law 


No. 124, the Governor 

h"-%the authority of theMinister 
in relation 
to 

all inilloyees 
in the 

Covetrnorate
portibilltiesb rosntes-
have been 


trarmnferred 
to the local 

units. 

entons: 


It;tIis per-mittede-ite foro everyj 

Governorate Local Council 


memberCinquiry to question the
Governor, or heads of

,und 

vr 


government departments. 

Interroqattons: 


it is permitted for men-

bet, of Governorate Local 

Cotn.cil 
 to submit Interro-

gations to the Governor
 
under thi following condi­
tions:
 

1. The interrogatinn must
 
be submitted by one­
third of 
the members,
 
or six members, at
 

least.
 

Law 11o. 43/1979
 

"
 
Covernorate. 
lie Is res- University 
are madn by theponsible ter the
menltaLlon of I,:,ple- minister concerned withStIte policy, the approval of the Coy-

The Governor aNumes all 
 ernor. 
 Roth the Governor
executive authoritJesqranted to ministers with and President of the Unl­vars!Ly are 
responsible

respect to all public 
 for political security

utilities which (all 

in
 
under
local nq.vcrnm.nt unit 

tho University, in aJdi­
lion, 
the Governor 
im res­jurisdiction. 
Tit Guy- ponsibl, for this before
 ernr.r 
has -u:ervlaery pow-
 the Local Popular Council.
 er so v e r a l l b rPc he s o 

minl. tries which did not 
have their functions
 

tranqfurred 
to local units,
 
except justice agencies.
 
Article 139 gave the Gov­
ernor the right 
to trans­
fer chairmen of markaz
 
and districts within the
Ioverlorate
without the
approval of 
the minister=
 
concerned!.
 

A return
tustorioraon to the right of
 
euntoherh 
 s
has replaced the
atlon sy'utem because, umta
Interro- mmest
the Local Popular Council 

system , mImbersmn to submit an
 

ere thi exystedci
ons not in err
here executed in ora otoerno­ernor or heads of govern­
cases 
here resp.nsibi-
 sent departments 
and other
 

wa plnit
 Thy 


fixed majority required for
 
submitting the request 
for
 
interrogatlon.
 

-t .iluv
 

http:nq.vcrnm.nt
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I 
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: 

""1 


Jolh t revenuae withnil 
I. governorate counoil.
l .Th hroand 

o Th"e°e no r e ofnle I 
thi.ar ofx e ddC u I ¢ t thed an-orq 

tior., nt.'w 'r'ood on 
h. lf of 

. loftht, th.l 
pnr- halC i other 

joint revenue 

2. T ibuildings 

* 
hccounitwO 


2. inThe. 
trhc.frbeCouncils' sharetax 

aon 1rent rbIl e 
nth I '.,I.na hland 

It 1jtandrohe 

rlotrhlf Inth 
croite. tveo- ac 
 nt 


oint rtvc. j aco'~n t 

-r-_- ' n'0 - _ i a-t' . o-.- ci: 

th or n Oon
One-quart te ofrtheinro 

othe aro-, o f 
therernoltthe .-,I 

cyraddedrte 
 t h 
hC rn11 txnIn 

-

l-i.'to. 57/1'71 

-.- -----

Thle same as under Law 
124/1960. 

the_ pro-

Couci 

LAW N. 
S2/1975 

-

2 . Olsc u .nlons c ann o t 

- -t.-,place except 
fter s e v e n ayS, 
i|atleast.( d-clJon 

l3*q'sued
unde,r th1e re 9Tp.nnlh!l ty 
of tile Governor on a
 
sr.eciflc matter by abso­
lut- majority of 
the

Council members and the 
concorned minister is 
Informed. 
The establishment of a 

LOcAl l'und 
for Service
Development (jpF), 

ini -d by a d.,lion
byiexports. 


frc.m the minisLr re.n-cram-t, "lAlf Of tile pro-
ponsible for local qov-
ed f ton ale o gv-

ntbuildin psrponband withinland specified for 

bo:ndarIes were added 


toGvrort 
 eene. 


t.i- anare tadded 


. q 'J rt e o f t h e p r n the govitocorno 

land.overnorate.In tvee ifty 

percent of the Increase 
made from governorate 

local revenues atiove those
toe r 
 em
s p c i f e d I n t he thely oB u d g e t 

i3ta
i t c 's Loc a l ru n d for S--rv­landtan te iotetlaw dividld the country

Ice and Deve.]opment. 
 The ­

each reison may incltde 
one or more e 
Each econoic regon hin.
are 


L 

L w . 43/1979 

Increase In the maximm 

of additional tax on
covrnorate Import.s andt 

.. t . )d 
 l . 'An 

Additinnal 
tax 


on movable assets, prop-
inutilpois.Te 
erty taxl co-Arcial and 


rnorats own resources, 

for salt of qovernment-the balJding withonowned b,lld1nY. and land
town
botnda;'les. 

cetipts derived from the 

of nenly reclaimed 
antaarculturl 

talfw 


ANNEX PI a g e 

Pror , d AUsen Pe -ntm 

Detemination of the 
additional 
tax on cor­al an o
 r lor d Industrial
 
profits nnt to exceed 5
 

percent or the oriJinaltax not to exceed ]5 per­tax and on the additoual
 
cent of the original tax. 

The governorate l
 
Council may levy local feesafter mpecilyin itsMU max­and minlnun. 
 rovern­
orate Loical Council y
 
contract loans for pro­

projects required by the 

.governorate or local unifts 
within Its boundaries".- if


Loathe loan in 
from a forelqn

requlred.
nIa orverno
e nt i t y , Ca b i ne t a pp r o v a l 

eqie b h
 

ae, elrt uovernorate. 
Lotegvmo~Ieurd
frmand estab- Its boundrheld 

0
 
-'chairmanship 
 rqlonal ltier com itt, -is, 

of theg ov­

orat"Is 
h, A T=qa~r~o lish a h Plannng tinder tha 

t T1n
u te rnor o t h de regio n 's
 
eo
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STILL UNDER RLVIEI-7 

SOPE OF SEFFVICiLS
 
FOR THE PRC iISICON OF
 

CONSULTING EI.UINEEPJNG AKND GEI2. ADVISORY SERVJICES
 
FOR UHE
 

PRCrrI-NIAL CITIES DE.'zLOPM1r PRCJB1 

A. 	 G ER-IL 

The SE.ZICES to be provided by the general consultant are described in this 
SCOPE OF SERVICES. 

Nature of the Advisory Services
 

In order to assist Beni Suef, Fayoum, and Menia (the cities) in the 
administration and management of 'their developmeric program, the consultant 
will provide engineering and management advisory services that will involve: 

(a) Preparation of comprehensive system plans for water and sewer services in
 
the cities.
 

(b) Review of current organizational, technical, administrative, planning and
 
an;ajerial procedures employed by the cities, and preparation of a plan
 

set.inq forth recomnendations for improvements. 

(c) 	 Advice inconnection with the cities' technical review of designs, plans, 
an,: spscifications to be submitted by erineering design consultants (not 
t'he consultant). 

(d) Continuing advice and specific recommendations to the cities as to 
administration, management of systems, accounting and budgeting, 
training, planning and prograrrining, project nanagerrnt, and maintenance 
and operations of completed facilities. 

The 	 assictance will be divided into six major parts 

Part I - Water and Sewer System Plans 
Part II - Diagnostic Reviewrs 
Part III - Develo -mnt of Implementation Plans 
Part IV - General and Functional Management Advisory Services 
Part V - Engineering and Project Management Advisory Services 
Part VI - Training 

It is recognized that the Implementation Plan that will be developed in Part
 
III will to a substantial degree determine the final scope of services and
 
related person-month levels of effort for succeeding Parts (Part IV, V and VI)
 
and that the tasks and activities enumerated in those related sections of this
 
Scope of Services are only indicative of the areas within which the consultant
 
will 	provide advisory services. 
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location of the Work
 

The services to be rendered shall be perfoned in Beni Suef, Fayou:n,

Minia, Cairo and in the U.S. offices of the consultant. Those services
 
which chn be more econaifieal ly perfomed in the U.S. offices zimy, subject
to ikgrecio2nt between all part ies, be perfonned there. All other services 
will be pCerfOICd priankri 1v in Beni Setif, Fayoun, and Minia through 
advisors in those cities. 

fcIitlonship betm-en the Cities and the Consultant 

To the extent pral-tieable, the consultant will work closely with the 
cities' ngyors nnd technimil rupresentntives to facil itate the cities 
maxir,,,n,; involve,-cnt in the planning,, reviews, analyses and 
rec:xurniat iions, as well ts in the integration of the new or rrxdif ied 
svstans and miigeiuint techniques into the daily rout ines of city 
personne I. 

The consultant will assist the cities -in the review of engineering
desig-I, pla:s, specifications, contract doeaenets or tender evaluations 
',na the conepts or processes depicted therein. 

lI. W\Ork Pln 

Part II - [)iagmost i Review of the Cities 

PMrt I - \'iter and Sewer System Plans 

StudieF will be undertaken by the consultant to prepare carprehensive 
syst en pluns for water and wastewter services in each of the three 
ities. -The studies should address the inadequacy of water and sewer 

services in developed and developing areas and the social irpact of such 
service shortages, problmvs of operation and maintenance of the existing
services, pollution of nItjor surface waters, and poor health conditions
 
in ttny sections of the cities. Wbrking with city technical staff while 
usi ng the nvxst recent p1wianing techniques and principles of envirornental 
eni neering, the cons ultants will preptire devel olincnt plans for the 
period fCron the pre.snt to the vcnr 2000. This work shall be coordinated 
hy the con.sultant ith tile vr 'iotIs WEi' agencics and consultants preparing
the phys.iczil plans of the cities. The work involved will include but rmy 
not be limited to: 
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2.1 	 A det.iled assessment of exirting facilities and cnditionz of the
 
w:tcr and sew..r svstcris of the cities.
 

1.2 	A deterr-ination of the factor's which affect the dezign of existing
 
systert improv.cni-nts and the development of new facilities.
 

1.3 	Studies, analyses, and projection of the system requireients in terms 
of caracity, extensiveness, and appropriate technologies. 

1.4 	Devel'opment and compariso; of alte-rnative solutions to meeting system 
rccuierment-r; ollo, ,d by scloction of a preferred plan in conjunction 
wt-n the citios, tikin. into account economic and functional 
con-;traints. 

1.5 	Sclectio of Top P.riority Proje-cts for immediate construction or
 
ec-up:.ient needs in each city along with staged development programs
 
to 	7.plement the recor.-ended system plans, including, immediate
 
paving zni/or repaving needs of the cities, and assistance in the
 
preparation and award of contracts as approved.
 

1.-' 	Preparation of cnncertuAl designs and cost estimates as well as 

econ,-mic, sr,c'.al, and en-vironmenral feasibility analyses of both Top 
Pr ority and Stag. One Projects for implementation. 

T,,.,';e plans shali be nr,,parc,,i in such a manner that they will provide an 
infor:m:izinn Lisp from which the elected city councils can make more 
inform. ! and realistic ju.'4gements concerning both short and long-term 
plins frr -,ater and sewer system development. A major objective of the 
wo.- -:i.1be the deter-inattJon of an early construction program, which 
-:ould pL,viit-- nax um beneit to thc citivs and still be consistent with 
2!<:,-teL:,ya:r.njng - ials.
 

2.1 	Rt:iew Cit.ius Oparations and Procedures 

a. As.3t.,m-la and P,-view Data on the Cities
 

b. I;~.cu.zs v,:'g .ti.:nal v1velop-I.Lnt with the Cities Management
 

c. M ke Si,., Visit. tno tile Citits Facilities and Divisions 

A series r)f initial introduztory meetings will be-conductgd with the 
cities' sen or r,naqir:tPnt, officials, and the other c'nsultants serving 
thc cities, to d:u.--lop an -and,.rst.andir: of project objectives and 
l'e-Ij r t.
('11F, 


The initial collection and c-,talogingj of technical, statistical, 
perforronce and p-ocediral data will be undHertakein. This will include 
rl'!e'ant prior anl current .tudies such'a., the Management and Tariff 
Sturlij.s relative to att:r/stwerage Systems and the Report on Pr6virncial 

Water S vSpsrym:. It i: recognize:d that some of this material will 
be in Arnlo-c and require t',.rt translation he performed by qualified 
outside trDansuators.
 

DocumnenSAailabla 


http:I;~.cu.zs
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A series of discussions will be held between the consultanls projectand the cities' nonagaont related to orianizationnl develorK.nt 
team 

short to long-range develolxitent program objectives. 
and 

Faniliarization site visits will be outcarried to various city plants,facilities, divisions, general office, etc. during this 
initial inquiry

phase.
 

2.2 Assessient of Level of Workload Facing the Cities During Entire
 
Developient Program Period. 

The results of the initial interviews, meetings, inquiries and studies
will be systhesized to assess 
the magnitude and scope of the work which
the cities must face to aininister the phased development program.
 

2.3 Assess the Cities Program l-vclopirent Requirements 

a. Evaluate Present City Staff Capabilities
b. Deternine Staffing Needs to landle Development Program 
c. 
 Analyze Funding and Other Resource Cbnstraints
 

Through analysis and assessnent of the niaterial and infonration obtained,an initial 
evaluntion of existing city staff capabilities will be
perfoni d. A preli in:dry eviluation of phased staffing requir-nents will 
be also conducted.
 

R vie%- of the phased devdlopient progrm!n will be performed to ascertain
the type and level of resource constr~iints irncluding hTumn, physical and
 
financial.
 

'2.4 Identify Alternitive M.inaginrnt lX.velopinent Strategies Open to the 
Cities
 

Alternative manmgeinent developivent strategics will be formulated and 
discussed with the cities. 

2.5 Present Sumiviry Report of Initial Findings to the Cities 

The findings and conclusions of this initial diagnostic phase will be
reviewed with senior city hmagenent staff and presented in a SunTriaryReport. At this time any additional, -required advisory supportassistance will be identified and recanitcndations will be subnitted to 
the cities and All). 

http:develorK.nt
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PART'l III - I.)E'v:LOIIi' o1 IMPLI.:\'r'AT ION 

Based on the finding's and conclusions produced hs a result of the Parts I 
and II (Plans and l)iagno.tic Reviews) the consultant will develop 
I;plenCnttution Pluns that will include: 

- Strategic and Organizational Guidelines 

- Rcccnnended .imn-geiont Improvaiients 

- Engineering and Project Winagrtnnt Requirements 

- Overall DNvelopm.nt Program Lxecution Schedule 

- Suppleental O&MI Funding Requirements 

- ]ncrrcnntal Training Requirennts 

- O.N:\I Program and Practice Requirements 

- Assessnent of rDita Processing Needs 

This liplementation Plan.ivill define the actual scope of advisory 
servives tasks and act i ities as well as the priorities to guide the work 
du:.ing the reiinder of the contract period, i.e., parts IV, V and VI. 

..1 	I).velop Strateg-ic and Organizational Guide!l ,,es 

a. Meach Agreanent with the Cities on Murmigaynt Strategy 

" b. Prepare Min.voiget Strategy Stataient 

C. Identify Policy Issues for the Cities resolution
 

d. Outline Phased City Organiztional Develolyient Plan 

1.2 	 levelop leccmxw.ndations for (Cncral and Functional N'inagw.nt
 
hiq)rov(iIlnt s.
 

a. Organizational and Personnel 

b. Financial Planning and Control 

0. Maiterials -%1Un,9re, 01t 

(I. Operating Mc-thods 

o. \~tinaganrent Inform t ion Systcns 

C. ( neral Miagaie. t 

http:N'inagw.nt
http:DNvelopm.nt
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3.3 	 Develop a syst(l to detenoine the eriteri;i and procedures to be

applied in the selection and execution of siip4rojects including
 

a. 	 Technical Fealsibility 

b. Cost
 

c.- Eocinic and Soc ial Considerat ions
 

d. M intenance Requirawnts 

e. Environmintal (onsiderations, where appropriate 

3.4 	 Lutcnnine Scheduling, Integration and Coordinatior, Rlquirurnts of 
Progrmun Developtent Elenents 

a. 	 (runt Proposal Preparation 

b. 	 Top Priority Projects 

c. P;'ocureii-rt of Adlitiontil 1cquired Equilrmnnt, Plant 	 and Services 

d. Mister Plhn - Stage I L.xecution 

e. 	 City In-Ilotuse Aetivities 

3.5 	 Ikvelop CX'ert] I Progriiui, IXvelo',4init Execut ion Schledule 

3.6 	 Determine City's SuppIaental C5\i Funding' Requirements 

3.7 	 Identify Invromental Training Needs 

3.8 	 Identify M-I Prog'ram and Practice Requirejoents 

3.9 	 Ass..,... Needs for lhitr Proeessing 

I;U Prepare and Sulb.1it hlJr).i ntn tion Plan Heport for Approval by 
(.i t ie; and All). 
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INIl,At)Lr l'lON 10 PARTS IV, V AND VI 

-mrougn tnese parts, the consultant will provide advisory services in 
certain engineerirg and nanageint areas as specified below. Such 
services will be limited to the best efforts of the consultants resident 
staff as supplrennted from tine to tin by hcine office specialists within 
the nin-i ornth allocations and are not intended to cover all the tasks and 
activities enlirerated bclow. Only upon carpletion of the Inplenentation 
Plans prepared during Part Ill and approved by the cities and AID, will 
the focus and required level of professional effort be ascertained. 

SL.',SE Ill - GANDIN F-UNJ IN(,L 	 SFIV1CE-L A) 	 kN.\T AiVISORY 

"llie gencral and functional management areas within which work will be 
perforned tire as follows: 

- Organizational and Personnel 
- Financial Planniig and Control 
- N terial Mlragorcnnt 
- Operating Methods/Productivity Ilurovenent 
- j.naga'.nt Infomivition Systans 
- General Managamnt 

t\, ile the iimplanc'ntation plans will fully define and refine the long term 
institutional strcnghening tasks, the consultant will provide advisory 
services during Part IV related to the initiation of such activities, as 
the following: 

4.1 	 Design, Develop and Inple-nent Irproved Organizati 'nal and Personnel
 
Policies and Practictes
 

a.- Develop and Doeument Ui4nniz.. onal Policies and Practices
 

b. Develop Job Classification System
 

c. Prepare Position lIXscript ions
 

d. Prepare Detailed Staffing Plan
 

e. Develop 1\age/Sailary Practices and Administrative Procedures
 

f. I)velop Personnel lRccruitrint', Selection, Perforhii'nce Evaluation
 
and Proornt ion Priieices
 

f. Prepa re Organ i ziz tion and Personnie 1 Minua l(s) 
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4.2 Design, Develop and hnplalnnt hoproved Financial Planning an,
Control Policies and Practices
 

a. 	 Design/Develop Improved Financial Planning and Control Systems 
and Procedures 

- Chart of Accounts 
- General Accounting
 
- Cost Accounting
 
- Budgeting
 
-	 Internal Auditing 
- Mhnagencnt Report ing 

b. 	 Inplenent Systaus and Proccdural Improvenints 

c. 	Provide Financial Planning Assistance
 

- Utility Fund Planning 
- Capital Budgeting
 
- Operational Rudgeting
 
- ite Anilysis/Rlevenue Projection
 
- Cash Flow Analysis
 

4.3 Design, )cvelop arid Inplenent Iriproved Mlterial Policies and 
Practices
 

a. 	 Design/'Develop Inproved Material Managenent Systens and 
Procedures. 

- Physical Asset ?hnagament 
- Procureoont 
- Inventory .Managenent 

b. 	 hniplenient Systeins and Procedural Improvements 

c. 	Provide Material Planning and Control Assistance 

4.4 Design, Develop and lnAleent Operational Management 

a. 	 Assess Operating Methods and Procedures 

- M.rk Flow 
- Productivity
 
- Perfonince Standnrds 
- Method InprovcnEnt 

b. 	 Design Productivity Iniprovenent Program 

c. 	 liiiqpnent Productivity Improvement Progran 
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4.5 Design, levelop and hi*Nl anont N1,nqroiLnt Infomotion Systans 

a. Design Conceptual-Level Systan 

b. Detcnnine Data Processing Requiraeints 

c. Design and DIcuiwnt Detailed Informat ion SystLn 

d. Provide Imploientation Assisttoice 

4.6 Provide General Managencnt Counsel to the Cities 

POl, V - El,]INEERING .'JD POJIl' M',\,3t7W,' ADVISORY SETVICES 

In PLrt III a canprehensive review of the planned development program and 
the cities' in-house projects currently underway, is initiated. This 
review will continue in Part V. Principal areas of advisory services 
related to engineering and project tnr.nageiint will focus on: 

1. General Dcvelopi ent ProgramnNkiuagxnt Assistunce 

2. Project Oriented ,lnnngeoent Assistance 

Supploventary to these noiin work streams, special work activities are 
Ua1ticipited in the following: 

- Specific Systans C'lerations Assistance 
- Obtaining Additional Consulting Services 
- Special Studies and Designs 
- Procure:,ent of I'quipa;)cnt and Supplies 
- Project Ca pletion lollow-up 
- 'Technical Reference Library 
- Public Relations Program 

The findings, conclusions and recannendations developed in the
 
linlplo-ntation Plan will be considered during the execution of Part V. 
The consultant will provide advisory services during this phase related
 
it) the initiation of these not ivities its listed below: 

5.1 JIevit.w OW-going and Planned levelopiyunt Progran 

a. Minagcii.,nt and Tariff Studies Relative To ater./Sewerage Systeus 

b. Water and 1\astewtter Facilities Iister Plan 

c. Top Priority Projects 

d. Coordination with City Physicol Nister Plans 

e. Systaiis Plan Stage I Facilities 

f. Future Studies, Projects and Programs 
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5.2 Prepare Supplanental uIunds lequests for the Cities N1,intenance and 
Operational Requirenmnts. 

5.3 Provide General Progrwn unagaient Assistance to the Cities 

a. Assist in Planning, Coordination and Scheduling of Various 
Program Elenents 

b. Assist in Standardization of Design Criteria, Grant Proposals
 
Elanents Docunrntation, etc. 

c. Develop Program Budget and Financial Control Systens 

d. Assist in Standardization of Operations and N'hintenance Eleients
 

e. Examination of Alternatives and Assist in Implementation
\Water and Wastewater User R{ates 

of 
Including Legal and Financial 

Issues. 

f. Report to tile cities and All) on the Overall Feasibility of
Specific ]\vclolxint Sub-Projects to be Financially sound. 

5.4 Provide Project Nkinaganent Assistance to the Cities 

a. Levelop Scope of \ork for other Consultants, Review Consultants 
Proposals, Advise on Award of Contracts. 

b. IXvelop Systans to \knitor Activities of Consultants and 
Contractors 

c. Assist the Cities in their Rbeview of Rteports, Studies and 
- Designs of Other Consultants 

d. Advise on Value Engineerirrg Analyses Perforined for 
the Cities
 

e. Assist the Cities' Review of Cost Estiirntes and Construction 
Tender Docunents 

f. Assist tile Cities Review of Contract Prequalification Procedures 
and Results 

g. Assist the Cities in their 'vluntion ofiTenders for 
(bis truct ion and Suppl ies 

h. Assist tile citie.s in the Analysis of (.bntract (liange Orders 

i. Purticipate in D-sign/Surveiliance (Conferences 

j. Assist the cities 
to Cbrrect SystemOperating Deficiencies
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k. Advise the cities on their Review of O..M Miunuals and Procedures-

I. Assist the Cities to hnplenrint Street, Water and Sewer
 
aI intenance Progr.ms.
 

m. Advise on 
the cities Review of Design, Construction, Procurement
 
Schedules
 

n.
Advise on the cities Processing of Consultant, Contractor and
 
Supplier Invoices
 

o. 
Assist the Cities Final Inspection of Construction
 

p. Advise on Evaluation of In-factory and Start-up Equipnent Tests
 

q. Assistance in the Monitoring and of Control of Project Funds
 

r.
Assist in Meeting All) %onitoring Rcquircments
 

5.5 Provide Specific Systni Operating Assistance
 

a. 
Relevant Technical Specialists for Facility Operations
 

b. Street, Water and Sower Maintenance Specialist
 

5.6 
 Assist the Cities to Obtain Additional Consulting Services
 

a. Advise in 
the D-vlop0r(nt of Design/Surveillance Scopes of Work
 

b. Assist in Prequalification and Selection of Consulanms
 

c. Assist in Negotiations with Consultants
 

5.7 Advice on Sp.ciul Studies as Requested
 

a.8 Assist inDetermining Needs and Procuring Equipmnt and Supplies 

5.9 Assist in Rcquiring (bn'rizctors ,rnd Suppliers to Honor Wrranties 

5.11) Assist in Selectii%* Publications for listablishnent of a Technical 
Reference Library in each city 

http:Progr.ms
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FAM'1' VI - TR\INING OF CITY SFI'F
 

Luring RAW.'Ill the inerm,,tal training needs will 
 be ascertained.Duringj this Part VI these increnental training needs will be addressed.This will include the dvclo[xnent of a training plan for city staff. 
I~wile the Part III Inple.vntation Plan will detail the advisory servicesto be provided in Part VI, 
it is currently envisioned tht the following
activities will be initiated to the extent possible:
 

6.1 Deternine Overall Training Nceds of the Cities 

6.2 Identify Training Programs Open to City Personnel 

6.3 Supplur~inty 'Training Provided by Other Sources as Required 

6.4 l velop Additionnl Training Progrwms and lBudgets, i.e.: 

a. Training of City H~cpartii nt lleads 

b. Training of' Trainers 

c. (T-the Job Training 

d. In-country Special Skills Trainii 

e. Short-temi U.S. Training 6f Key Staff (if necessary) 

6.5 lk-volop Training Course "%iterials 

"2
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-11I for Presidential Drree No.... of 1980, Establishing Lhe Natlunal 
Authority for Potable W.icr and Sanitary Drainage 

-,!.e PrevLdent of tl', Rt' d,1 c has, Mfttr perus.l of the Contitution,
 

.iaJ c f
 

-I.a.w N . 93 of 19'-2, cn-erninj; drainage of liquid refuse, and of
 

-!.;w 1 of 1 'in, on (4cneral Authoritiefi, and of 

¢oncerning the
-!.iw !;.. 129 of c:f.,, Comptroller General Bureau, and 

-I-iw No. 44 of 1965, organizing the control of accounts of General
 
AuthorEties, Four.,laions, co".panie and estiblishments auxiltary to 
t.em, anJ of 

-Law.. N.. 62 of 1947, con,:e-.ung some provltjion:i on reconstruction and
 
their a..ndments, auJ 'f
 

-Lw No. 47 of 197S, I'r,).ulg.tin. the Civil Service System, and of 

-I..w 4.,3 of 1979, premurlgating the local government system laws, 
.,nd of
 

-ire.sidential decree No. 1636 of 1968, estab.linhing the General Authori
 
fir Potable Water, and Lf
 

-iresidentlal Ducre. N,). 1637 of 1968, establinhing the General Authori
 
!or Sewers and Sanit.,ry D:ainage, and of
 

-'r, idenLial Decree No. 1638 of 1968, establinhing the General 
..'..thority for tht- Grv.attvr Cairo Water Supply, aind of 

-'resder.tial Deer,. N.,. 1639 of 1968, establishing the Alexandria 
".atcr Supply General Authority, and of 
-!'r,:; dent tal De:zto N). 363, es'tahlishing th,, coneral Authority for 

':.Illtary DrdIna.ge fur the Alexandrii Covernorate and of 

:!.v approval of the ('.utc1l1 of Ministers, and 

-I:, arcordaiice with tih, opinion of the State Council 

lIec re.,d: 

BESTAtJA1ElT
 

http:DrdIna.ge
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ArticleeI: 
 he 	estahli.saa.ment of 
a General Authority 
to be named
The 	National Autlrioryt for Potable Water and Sanitary Drainage".
It will have its seat In Cairo City, will have a Juristic person
status, and will be auxiliary to 
the 	Minister concerned with Houaing.
It will he subject to 
the 	provisions of the Gereral Authorities law.
and will be concerned with drawing up the policies and plans for potable
water and sanitary drainige, or national level, 
as well as with
carrying required studies and specifications, and will supervise the
execution of big national projects which exceed the possibilities
of 	local authorities or serve more 
than one governorate.
 

Article 2: 
 The responsibilities and purposes of the Authority are
determined 
as follows:
 

1) Make general plans, 
for the entire republic, for potable
water and sanitary drainage works, and prepare all pertaining programs
for 	their execution, in order to include thetu 
in 	the State's General
Plans, and follow up 
their execution.
 

2) Coordination between plans and projects of potable water and
sanitary drainage 
to secure their integration.
 

3) Kike applit.d resc..rches and 	studies concerning water suitablefo-	 drinking, or foir howe or general use, as well as studiesrc'. 	 arc1.rs pertaining to sewers and 
and 

sanitary drainage, and alsoriF-te in sett!ng stin,!.-irds for the suitability 	
parti­

of 	 potable water
for drainage cf Lqut.d 	

and 
rufuse.
 

.) Setting up condiLins, standardi and 
 technical specifications!.r 	 sewers and :anitnrv dzainnge- and for 	water suitjble for drinking-'r 	 for h.e or grnvra1 use in production projectcs.
 

5) Give tec!,nical cotinqel 
 in the spheres of potable water and•ian 	 tary diainage.
 

t-) Estblisl,m.-t 
of 	 training centers•u.! 	IoIency in specc 
for rnising productionat. Itns, executIon, operatIon and 	maintenance ofuat 	.r and sanitary drituide utilities. 

7) Assisting the governorates in required researches, and preparing
•.c'eclfica(Ions for 	 the large projects and thefor projects of special: ture and supervision of 
their execution when requested to do so.
'his a.;sistance will 'e l.tended against fees which the Administration

!'..ard will lix in a slv.c1il schedul,..
 

- *r -*.,* 
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8)AssistinF the CovrnorlLe in preparing the contracts3 rdlative~ 
tro proCjecs refcrdtoiite>7 of> their, Article, and, .in- acornc>'i>
 

- iyth specification I ha~vLcrbeem~ net for 'thL-m.
andy condftjins w.hich and 
'h.oroed Ithl sujc 4Iv1and: 'f cr 4 lenders, Is wll Ali the analysii3~>0,'(; g­

f of fers 'rec..ived ~ ~ ~ 
 4,~ 

i the44 pir o44.o ,cIa-r y4rg o t thc ior " uire fro- ' 1t thu IAu ,or t 

isistncehe zidlocal~r'f( 
m.Iyte~3 he Ats1thit'v'sf Admlnisci~tibn' Blo'',r e_.'tt~ebuau 

naysee- ofspciai rei'4-gn'consul tant bur'eau 

a 

Hrie3 of theWatrr ppy n Saitr Danr 4 4 dilbli Utoti ue in , 4 

- Chrne Conor thte ministro BofrdHouing 

- Fouer senirr fficPalsnningAuoit,to be selected bythe Minister'44 

Houor hepop~il*of recetr upn to be seairtan oy the Midmis ratoBad 

Your mebrofn frodm andexhe!- inte'utabplyte sanitaryriag dulcrtliiainage44
.,tia ob ev..v ytheAleaoriof Hovorsrtte theiofoirog anCaolf
 

4 H: ThnerAutority's AdinstraotiosngBor uhrt4tehges 

>4 -f Lrnsdtrccer y foe~~ifr~ chievtucing tohe pupsectedwbyhe iniwster.s­
and in44riul r 

3)u~crcr foruin an tstrrt- orgnizaion,b egclbyton Mintinier. 

!-e tthori-t' besc-lt'n, badm.'inistarvoafacin, o~at pero neo­
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4) unwintilecobJetivers an-1 general PoJlici!E~goenn h 
.)rcsof witecr and thoir, us ,adtepoj ct~lof o ther pbi

1 iics~Adcuur~ ho;eof.production dinrition of ptable- '-~ 

n" s ftay drL imi, tirou tO 6Vd i r Ition wifth the Mi it rieuj-P ~ 

I ou tIo 
)-oEs 

specif ica Lion 
ruisit~ 

execut ion ,:adminis trit 
efficiency 

_pratio n 
in 
nd 

Of- ,te'ate ubi Utilityan".h S.initary Drainage Public 

-j-)Approvalof 

the balancei Iset 
the 

of thet 
annual planning budgect 
Authority. 

estimates, 'the~ budget anid> 

of 
7) HKaking proposals foi- the -loans to be concluded for.,h 

the Authority. h 
benefit 

8) Acpigsuhoxecutions,- gifts, donationn arid bequests.,-:'~ 

9) Consideration of~t he periodic reports on 
p~2ra tons andion its -financial position. 

the Authority's 

IC0 Cuinsideratioti ofT the mon'tcr 
the Auth .1,ity, submitttod by the 

,I the~ Mmrinistratiun Bo.tizd 

,which 

Mini ster 
are Iwtthin th opeec 

of Houwing~and the Chairman, 
. 

!he board may enrLis-,some of its competence to-a committee from 
*s its Me..ers, or Lu its. chairman, or toone or more of the Directors 

'thae A-r hority.:-It mayv also. entru.lt one of its members or bne of the 
:atKority'.; Directo.rswith carrying out a definite missidin. 

r Ie-5: The Cir.i'ii tit the Adminstration Board will, call for the 
-.o~iof the -Board,--nt least once e~very -month, and the.Bonrd will also 

I1 da mect'ting whent.-VLr th, Minister of 11ju.-iing or the Board's Chairman 
Inds that there1 is 1 i~let.-ssity. ftor ,iurh-a meeting. If the Minister 
Lends tile mcti:n, he'll preside over. 

-~~ ~ 

-, here- will be- no quortrim tnless the majorityl of members attend,~and 
dclsioins will be tukl.:n by a vote of the m.ijority of members 

t- iding the meeting, atnd In case of, equal- voting -the Chairman's side
.11 preponderate. In cat.-io of a'bsenca of the Chairman, the meeting will 
e~ r.'Iiorded and the Chairi;:jii will sign the minuto2s. Hheet. 

-~ 

T)he 1.03rd 

r.: ~.'tdre It-

may invi te 't 

wishi to --

itS 

- -

'i~ 

itlf o-

n~nyoue clho-,l 

but withot, 

experience and 
-ving riLght. 
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Article 6: 
 The Chairnuin of the Authority'
 Administration Board will
notify the Board's decisions 
8 


to the Hiniscer of Housing, within seven
days from the date on whicli they 
are 
taken, for his approval, and the
s;aid decisions will not 

.!pproval or after the 

be executory except after the Minister'u
!apse of 30 days from the date on which they
reach him and without objectinS on them. 

for 

However, exception in made
matters requiring decision by another Authority.
 

Article 7: 
 The Chairman of 
the Authority's Administration Board will
dssume its administration in accordance with the provisions of the
Public Authorities' 
law, of this decree and of the 
statutes which the
Administration Board will mike. 
 Ile will also be responsible for the
Implemer.tation of the general policy drawn up for achieving the purposes
of the Authority, and also 
the implerentation of the decisions of
the Administration Board. 
 lie may 
entrust some of his competence to one
or more of 
the Directors. 
 le will represent the Authority in its
relations with third parties and before courts of Justice.
 

Article 8: 
 The Authority's 
revenue will be from:
 

I) Revenues accruing from its activity.

2) Funds allocated to 
it in the State's budget.
3) Fees it obtains for 
the services and works 
to others within the
field of 
Its compettrnce.
 
4) Loans it contri,cts.

5) Cifts and don.|rot. 
accepted by the Administration Board.
 

.4.rticle 9: 
 The auditing and control of the AtLhority's accounts will
 ..e In accordance witl, 
the provisions of the lawu tind decrees promulgated
v:n control and audit 
v!. the account.S of CeCIernl 
Atithorities.
 

.,Art e 10: The Authority may draw tup 
a sy.tLen for its pertionel,
comprising wages, incentives, allowinces, pen:ion and advantages within
In kind or 
cash, whichrver is suitable 
to the 
nature of the Authorlty's

,ctivfty. 

•rtl,-e 11: TIle Aurharity will have an independent budget and balance
.e.et, which will be prepared in accordance with thet..r rules in forcethe State's budget, 
as 
well as determining the 
start and end of
 
t..e fiscal year.
 

i.e Chair-n of 
the Administration, 
or whoever acts on
r.'pire the his behalf, willdraft of the budget and suhmit:.ird 1; to the Administrationfor its approval on the dates "fIxed for tis end.' 

/
 



~'~:Art~ le 12: Wil revert t~o tiheAuthori Cy, the 2f undv, ansets, righ tsiz~and~ co~iLmets oftl ee <'Authority for PO tableWaeanthC~nca Authority for Sower-dcoremlnedby and~Sancrrine whca decree by fhc iise of ilblfouring inagroement with"~'< 

f_____ 
 inne
 

Th:7 I 


The 11nsro 

Athort'executa:ror,"the :account, of. th oenrte'wl ,ieinc ued,,jn the budgets of,'~aiCvernorates land 
"' 

be.,at thedisp'osal o<f th'Atoiy o~h odto 
theProjects 'Will, aftrer complation rf'x utnhe~ transferred 
to the -;cnriie~ocre withall theirrights'and respective'ccmitment-i. so that they assume their management, operation,.­za.
.intenance 
and eetclement .of relevant comitments. 


> 

Artile 1: Tpreerve ts rights the Authority may take teprocedures
~IrwIded for Inthe Admntnstrative Distraint Law, 

*.rticle15:. The SyStenS,- 6tatuttcs and decrees inforce on the' Authority
Inz, Its perscnnel rfrin valid, in what doesq not contravene the pro­.~t~ns
~fthis dcecre-,-, with~the Authority iijues a substitute.
 

.I Icle 16: The Cov~.rnl~ates Will undt'rtnkc! the (,,tuiblishmnent, admin­i:[j~n operation and maisntenance 'of Potabl~ei'water" ut'ilitien,111 ,, eszablfI;!, andandwtudma'incrtin the dIranwge ucilitica in each, 

The I~ir~c-. wat~er 
Echo -it 

pub Lie .utIl ities now under the Potable Water GeneralY will zevert to the'respectiVe governorates, as well aH all
accn-ern,, them. ro t Lh. 
 annulled',rights and COnitments 6f the
thorf ty vhizh will hbe de~termi1ned by n decreeby the Minister of 

"-.rtltrhe 17: Nece-9saty procodures will be taken fur thetrnfro.hus working at the (Gorwr.al Authority for Potable Water and at thet'neral-Authority for SL'wiors an~d. Sminicary Drainage to the National
hu.rity. 
 They will hr dteminud by a decree by the Minister of.' ~ ~ anddthey will rctain all prerogativc!u granted to them.-ct-;,;ary' procedure:; will *ilsu be takrn for. the tra.insFer oftne AzithorirY'5 their gradcushudget. Thisjwill be done i~n agreement with.1tral Lureau for OpIo the
and Administration,1 and the Minister of 

- ~Ie iR. Il's doervet ill'be putil ished in the of licinl Gazc' re.1 'willcom fore a; f(rom the dateInt (if 'its9 ,,ijl,1 icaion.t-*, the .1ni.-;LL'r of lI.'to; I 1 It isto Instit, the nceiisutary decresen for its 

.1 .l.i ted by .- A I ro /ll1181 
-

"VY-A .;~Best AVC1b1 na 

http:Gorwr.al
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UNITED STATES GOVERNMENT
 

memorandum 
DATE: August 6, 1981
 

REPLY TO 

ATTNOF: 
 NE/PD/PDS, Stephen F. Lintner, Bureau Environmental Coordinator
 

UJECT: EGYPT -
Provincial Cities Project Paper (263-0127) - Environmental
 
T-ea-rance
 

TO: 
 NE/TECH/SARD, John Lewis, Project Chairperson
 

I have reviewed the subject proposed project and find that the procedures
 
proposed by the Mission for addressing environmental concerns fulfill
 
the requirements of 22 CFR 216, "A.I.D. Environmental Procedures".
 
The project requires a "positive Determination" rather than a "Negative
 
Determination" as proposed by the Mission as 
it will result in a signi­
ficant impact on the environment, despite its generally beneficial
 
nature. 
 It should be noted that the results of the "scoping sessions"
 
and the individual Environmental Assessments will require formal review
 
and approval by the Bureau Environmental Coordinator "prior to initiating
 
disbursement for the construction 
or material modification of the waste
 

water plants (IEE)".
 

cc: GC/NE, T. Carter
 
AID/Cairo, W. McAleer, Mission Environmental Officer
 
AID/Cairo, L. M. Hager, Senior Legal Advisor
 
AID/Cairo, G. Hazel, Mission Project Chairperson

AID/Cairo, I. E. Wallen, Mission Environmental Advisor
 
AID/Cairo, G. Curley, Mission Environmental Advisor
 

OPTIONAL FORM NO. 10
 
(REV. 1-80)
 
GSA rPMR (41 CFR) 101- '
 
5010-114
 

ou.s, G"Overnmgt Pv~mingoffice. I 980--341I.526/6~j~d 
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LE (000) 
CITY OF FAIUI 

ILLUSTRNTIVE CAPITAL EXPINDIThJRE 

A. MATER
 

1. Filtration
 

Provide new 393 LPS water treatment plant 5,109
 

Upgrade Kohafa Plant 
 I00 

2. Filtered Water Storage
 

Provide for huge increase in filtered water storage
 
by installing 3,682 M3 in elevated st6rage and 6,569 M3 in
 
underground storage. 
Essential to make system function effectively. 2,607
 

3. Primary Water Network 

Expand existing water primary network to serve all
 
developed areas within city and provide for increase
 
in projected population to 1990. 
 1,518
 

4. Trunk and Reinforcing Mains
 

Expand trunk system to facilitate delivery of water
 
to network in all sections of city install reinforcing
 
mains as detailed survey yet to be made will indicate. 380
 

5. Water Metering
 

Expand metering service to all premises to be served
 
by system. 
 717
 

6..Other Improvements
 

Provide for additional pumping capacity as required. 100
 

Provide for network rehabilitation as required. 
 500
 

Total for Water Systems 11,031
 



B. IASEW.TER 

1. Treatment Plant
 

Provision for modest expansion, late in decade for
 
expansion of sewage treatment plant 


2. Primary Network Extension
 

Extend primary sewage network to provide for all
 
premises in city through 1990. 


3. Other Irprovenents 

Upgrade Lotfalla booster station 

Refurbish old sewage treatment plant 

Provide for new waste punrping station 


C. SThRETS
 

1. Pave existing unpaved streets 


2. Pave additional streets. 


Total for streets 

TOAL CAPITAL EXFENDI7REs FOR FA)OLM CITY 

Annex M 

Page 2 of 7 

LE (000) 

405
 

3,541
 

75
 
250
 

2,000
 

6,271
 

2,200
 

1,092
 

3,292
 

20,594 ($29,449)
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BENI SUEF
 

ILLUSIT?,TIE/ CMPITAL FKPIDI'IURES LE (000)

PBS
 

A. M\TER
 

1. Filtration
 

Coi-plete the water treatment plant under construction, 
including installation of supple;cntal facilities to make
 
operational to designed capacity and installation of
 
standby generating equipnent. 
 211
 

Prepare for expansion of plant in late 1980s 
 170
 

2. Filtered Water Storage
 

Bring total storage capacity to 6 hours of filtration
 
capacity, involving installation of 2,63in3 elevated
 
storage and 518&3 underground storage. 974
 

3. Prinryrv V,ter lDistribution Network 

Expand by about 80 percent to accondate persent and
 

prospective population to 1990. 
 1,238
 

4. Strengthening Trunk and Reinforcing Wter Mains 

Help to overcine distribution problems in areas currently
 
served and to provide for additional population to 1990 by

installation of allitional trunk mains and reinforcing
 
ma ins. 
 506
 

5. Improve Water Metering Services 

Provide for metering of each building, and preferably each
 
apartment, using water (to 1990). 
 616
 

/
 



100 

Improvements6. Other Water 

Provide for inprovenents in the general
purping capacity to help overccnie low 
pressure problems in distribution system. 

Provide a lunrp sum to facilitate
 
rehabilitation of water network. 


Total Water Systems 

B. IASTE \-TE. 

1. Sewage Treatment 

Calculated requirement for additional
 
sewage treatmentfaci lities for 1990 
indicated at 63 LPS. Not critical at
 
present. 


2. Primarv Scwer Network 

Vast expansion required to meet needs
 
of present and prospective population
 
and toimake effective use of water
 
treatment and treatmentsewage facilities 
to be available. 


3. Other Waste Water Requiremients 

Provide for additional drying beds
 
and for booster pumpstations and force main! 


Total Waste Water Systen 

C. STM1 Er PAVING 

I. Provide for paving of all presently
 
unpaved streets 

2. Provide for additional paving. 


Total Streets 

TOTAL CAPITAL EXTENITRE FCf. BENI SUEF CITY 

Annex M 
Page 4 of 7 

L.E (100)
 

500
 

4,315
 

1,247
 

2,563
 

1,200
 

5,010
 

2,000
 

1,040
 

3,040
 

12,365 ($17,681:
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.'4?NIA
 

ILLUSIRI E- CJ ITAL }- P!Ml )['tURFS
 

L.E (000) 

A. hiXAiM 

1. Treatn.mrt F'cilities 

Construct new water treatimnt plant with 246 LPS capacity 
and associated facilities. 3,198 

2. Filtered Water Storae 

Vastly expand filtcred water storage fieil'Ities by 
installation of 2,853;M3 elevated storaLre and G,41Z,13 
unierground storage. 2,223 

3. Prirn.irv Distribution Netvrk 

Expand prirmry nct vrk to provide for presently 
unserved prnises and for additional pr.,nises 
though 1990. 1,858 

4. Trunk and Reinforcing Nhins 

Significantly irrprove trunk and reinforcing noiis 
to assure delivery of water to privry network. 750 

5. Water Metering 

Provide for expansion of water metering to all premises 
not now serviced and additional projected promises to 1990, 
preferably on a separate meter for each dwelling unit. 771 

6. Other Water Supply SysteT It(I,,s 

lehohihilitate 1967 treatment plant to se(ue full 200 
LPS designed capacity. 200 

Provide additional punping capacity as required I00 

Provide for rehabilitation of existing prinsiry network. 500
 

Total Water System 9,600 
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11. WASTE WTER 

1. Treatment
 

Install additional 246 LPS waste water
 
treatnnt plantand associated facilities 4,871
 

Rehabilitate existing waste water plant. 
 350
 

2. Waste Water Network 

Expand to meet requirements of present
 
and prospective population. 3,112
 

3. Other Vaste Water Requirements 

Increase booster pumping and force main
 
capacity. 
 1,000
 

Rcbuild access road to existing treatment plant. 210
 

Total for Waste Water 
 9,543 

C. S1 WE3S, 

1. Pave existing unpaved streets 
 1,600
 

2. Pave additional streets 
 936
 

Total for Streets 
 2,536
 

TOWAL CAPITAL EXPI3NDIThRES FOR NENIA CITY 
 21,679 ($31,000)
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TABLE 1
 

SUMMARY OF PROJECT COSTS FOR SELECTED INFRASTRUCTURE REQUIREMENTS
 
TO 1990
 

PROVINCIAL CITIES OF BENI SUEF, FAYOUM, AND MENIA
 
(monetary amounts in thousands of Egyptian pounds)
 

ITEM PROJECTED FINANCIAL REQUIREMENTS
 

Beni-Suef Fayoum Menia Total
 

(1) (2) (3) (4)
 

POTABLE WATER SUPPLY
 

A. Filtration plants 170 5,109 3,198 8,477
 
B. Filtered water storage 974 2,607 2,223 5,804
 
C. Primary distribution network 1,238 1,518 1,848 4,614
 
D. Trunk distribution and reinforcing mains 506 380 750 1,636
 
E. Water metering system and program 616 717 771 2,104
 
F. Other water system items 811 700 800 2,311
 

TOTAL FOR POTABLE WATER 4,315 11,031 9,600 24,946
 

I. WASTE WATER 

A. Sewage treatment plants 1,247 405 4,871 6,523
 
B. Primary sewer network 2,563 3,541 3,112 9,216
 
C. Other sewerage and sewage treatment items 1,200 2,325 1,560 5,085
 

TOTAL FOR SEWERAGE AND SEWAGE TREATMENT 5,010 6,271 9,543 20,824
 

Il. Street
 

A. General paving 3,040 3,292 2,536 8,868
 

TOTALS, excluding provision for engineering; systems
 
design; training; installation of new planning, financing,
 
budgeting and related systems. 12,365 20,594 21,679 54,638
 

($17,681) ($29,449) ($31,000) ($78,130)
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TECHNICAL ANALYSIS
 

C.'erations and iRintenance
 

As noted in the body of the Project Paper, many existing operating
 
practices in general are good, given the outdated plant and equipment and
 
the absence of recordins, monitoring, autcnitic dosiog equiprrent and 
other rrmdern accouterments. However, the operation and maintenance of
 
public infrastructure at the municipal level needs improve-ent inmany
 
areas. ITWo of the three infrastructure corponents being addressed in 
this project are much more complex than street paving or resurfacing. To
 
rehieve the highest quality of water delivered to the force mains is the
 
more canplex and demanding task, as corrpared to the 06.1 of a sewage 
treatment plant. The general consultant will need to direct a great deal
 
of effort toward the resolution of the problems enumerated below: 

A) Water'Treatment and Delivery Systems
 

(1)Absenceof'Basic Records: There isa general absence of basic
 
records with respect to the control-of the quality of potable water and
 
the levels of service being provided. Thus no recording systems are
 
producing reliable managenent records on any aspect of operations of the
 
plants. As a result the managers of the systems are obliged to rely
 
heavily upon day to day observation and recollections, rather than upon a
 
coprehensive systems of.management information ordinarily required in
 
such operations.
 

(2) Quality Control: Each of the systems has facilities for
 
chlorination; however, relatively little in the way of continuous
 
systematic analysis of either the raw water or the filtered water is
 
available. Responses to questions concerning the levels of residual
 
chlorination both at the plant and at the point of delivery tended to
 
produce a recitation of standards set by the oORXT rather than evidence of 
actual frequent testing. Relatively little testing is done and few
 
procedures are in force concerning the control of minerals or bacteria in
 
the potable water supDly.
 

(3) Filtered-Water.Stora'e: The systEms of delivery have a wide
 
range between peak and low demands for water. Although filtered water
 
storage (especially elevated storage) has improved markedly over the
 
.v.-ars, no comprehensive work has been done on the interaction between
 
iItration capacity, water demand, filtered water storage, and pupnping
 
capac ity.
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(4)1 ter'Pipe-Condition: Cbservations concerning the condition of
 
water pipes was limited to examination of surp of the pipes that had be6n
 
removed from the ground for the repair of leaks and breaks. Many of the
 
breaks are due to inadquate installation procedures, especially in terms
 
of failure to provide proper bedding for the pipes at the time of
 
installation.
 

Electrolysis and quality of the pipes themselves have also been major

contributors to the frequency of leaks and breaks, which in 
some cities
 
are rcported at a level of as rrany as 20 or more per day.
 

(5) Grid Analvsis: No effective continuing analysis of the actual
 
operation of the grid with a view to determining more precisely the
 
variations in pressure at different places, at different times and under
 
different conditions is done. Moreover the causes of 
low pressure in
 
selected areas, and the high leak and break history are not adequately

docume.nted. Thus, there has been little attention paid to the internal
 
encrustrations of pipes in terms of-impact of distribution problems.
 

The grid in same. cases (both actual and planned) provides for 
the use of
 
pipe of less than 6 inches in diamieter, which constitutes a minimal
 
acceptable size. The absence of an effective grid analysis has resulted

in an insufficient attention to the need for reinforcing mains to assist
 
inmaintenance of adeouate pressure and volume of wter delivered.
 

6) Loss-of Water through Waste: 
There are no data to enable an
 
analysis to be made as 
to the amount of water now wasted. However,

indications are that a substantial 
wmount of water iswasted. Coverage

by meters 
is limited and nany of the n-ters are not w.orking. Thus, water
 
lost through leaky utilization facilities can be significant because
 
there is no incentive to conserve. 
Even where metering exists and is
 
operating, the very low charges for water (about p.2.5 per cubic meter)
 
encourages exessive usage. Moreover, many public taps 
are without
 
Lutomatic valves allowing them to remain open even when water 
i's not
 
being taken for daiestic purposes. Even automatic closure valves,
 
however, can be weighted or tied off to remin open.
 

To bring the water systems up to a more acceptable level, actions such as
 

the following need to be taken:
 

Installation of automatic recording and monitoring equipment and systems.
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.-\eui.il i(,! of cqi, i -:,t r,.e!' -red and devc-lo: ient of assrciated systns 
!Fsu.. ef fe2t ivv dt.c.t ion of ieaks anid brerks. 

I T.elopi mt of star:;! rd s under v.4,ich \vi.ter and sewer ar.ins shal I be
 
rlne(d.
 

IIcl ;xitit and iiit int ion of a progrAm for elenriinrfand rel ining of 
wv:'telr rivins where rvq:ired. 

'.,N elnrv;,t on'd instrlltion of n program of water meter rrintenance,
 
ro..iv, nri.* replneoucnt.
 

Provi-zlon of requ ired (,quiliipent and instnliltion of procedures for 
lec ini ,,I ff. tered water to a.ssure crplianee with apprupriate health 

Oter~It ion. an, .rfintorminee nrocedures also need to be inproved for 
swe-xrr.ic rnd rours and will be addressed in the analyses undertaken by
tlh, ;.,ner,. ,'c0isu]td:nt witi each of the cities. 

u) S,--..v ro.e 

In Peni Suf very frw brea!<dr.vns are exocrienced throughout the system.
lr-,incers uid tre!;nicinns nopeir to be dedicated to keepinF the system in 

c;- c,,) rat nr ccn.iitic,i.; TEvery carf-, nent of t~v plants showed the
 
results of th,.ir ef'cIrts.
 

iTlle labor furec nc l niant has not bieen increased during the past ten 
:',irs, evor tiogh Jic. ".rk o:,d has increase~d. lhe city engineer has 
reques er, ircrea'ced stnffing ir'his budget however, .pproval has not been 
granted as yet. 

11. sewer networh and trentnent plant is operatinr.. as well as can be 
rcison!bl v expected, prinv;rily due to the efforts of two engineers and 
sevorl tehniciin in key positions. The system is neetinry dcrrand,; on 
it ,nrd with.,)Mcst reh:-i.ilitntion will continue to do so. 

'T1., two ptr-mir.- stations are wrll nfninta,?ned. aiintenance at the plant,
h-,wecvcr, is niinirtl. Ninrebanical and electrical deterioration and 
r"rosion was so severe that, exec-pt for one-fifth of tlhe sewaze bein 
'i tered. raw spm.qe was being disc.pri.d to the drain ge canal. Very 
r.'. rvintennn,.e persnnnel are vAloved. .• 

Best Ava'ba'le Document
 

http:swe-xrr.ic
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The systen needs upgrading since it has received Ii ttle inprove'nt since
1938. One of the pmnping stations is too high in elevation to properly
,rain the tributary service area; also, excessive sedimentation is takihg

place, causing unacceptable operations. 

At present the existing plant is handling about 25000 M3 per day. 
Only
bout 5000 M3 is passing through the filters. The remainder has only

larger solids removed through sedimentation, and the effluent to the:rainage canal is almnst raw sewage. The drainage canal flows through
the north portion of the Fayoirn and e npties into laroon Lake. This lake 
has no outlet. Mointenance of the existing plant appers to be minimal,

.erhaps due to dependence on the completion of the new plant envisioned. 

No coinprehensive studies were undertaken in the cities of Fayoum and

?,ionia, but observations by Mission engineering, personnel lead to the same 
conclusions as those given above for Beni Suef. Again, the general

consultant will need to define not only 0N procedures, but will need to
 
undertak'e the upgrading of 
the existing plants to modernize then to

adequately treat the volume of se~rige for which the plant was originally
designed. The work required for the upgrading effort is no easy feat,

a once acconilished, adequate maintena:,ce be.t can acccnlplished to reduce 

costs and lengthen the syste,-s life. 

c) Continuing lRintenance and Oerations
 

A question that has surfaced rather often during the design of the

Provincial Cities Developmrent project is what happens after completion of
the efforts of the (D 
and AID with regard to continuing maintenance
 
n:-eds and operational requirecents. As noted repeatedly in the body of
 
the Project Paper, the general consultant will prepare plans and
 
soecificationf 
for the upgrading of old facilities and for construction
 
of nprw facilities. Training of staff to manage the 
infrastructure =.ill

take all forms, e.'., not only for 0 &M procedures, but for budgeting in
 
a realistic wav for the necessary funds to achieve the proper level of 0

&M. Up to now, 'the requests for funds bear no relationship to the
 
amounts received nor earmarked for various 0 &IM requirements. An
 
esstzrption in this paper is that over the five year life of project, 
the
 
&.3neral consultant, working 
in concert with the Egyptian A/E finns, will

have built a history of adequate procedures to properly finance, maintain
 
and operate the facilities in the most efficient manner and that the

history of the managerent will be carried on ip a straightforward
projection for on-going, continuing 0 &M 
in the future.
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Annual QCpital Planning and Budgeting Process 

'I 1E R I',ET OF EXJIDIMhUIS 

An Fxplanation of "R.3P's" 

At the outset of this discussion it is appropriate to indicate that
 
budgeting for expenditure.s for local goverrrnent is carried out 
through the use of four "categories" of expense, each which is
 
locally know\n as a "MD-13". The following helps to identify these 
eleinents:
 

&%-I Personnel Costs. It includes all payments for base wages
 
as well as incraients available as incentive pay (which 
can run to as ni:ch as 100 percent of base pay for sane 
erployees). It also includes costs of pensions and other 
fringe benefits of the workers and seningly includes 
limited a'nlotnts of travel costs for attendance at 
professional or other official meetings. 

The nunbrer of positions in each job category for each unit 
of goveriimnnt (governorate, dowN to the last position in 
e ieh city, niurkoz, and village council) is controlled 
through the Ministry of Manpower. No person iay be 
eipioyed except to fill a specifically authorized position. 

Given the national policy of providing eirployme-nt for all
 
graduates of secondary, technical, and university level
 
institutions of learning and the inability to determine
 
the nuibers to be available and their allocation it is 
custanary for new assignees to be paid from central
 
goverrinent appropriations during the renainders of the 
fiscal year inwhich they are enployed. As of July I of 
the succeeding fiscal year, their positions are added to 
the approved list for the goverment which they are 
assigned and adjustnients are nlade in the budget for this 
category.
 

11A-2 Non-Personnel Costs. This portion.of the budget is used
 
to pay the non-personnel service elanents 'of the operating 
costs of the goverilncnt. These include raterials and 
supplies, controctunl services of alimst all types for 
current service and secin also to include sane elenents of 
Contractural service for repair of streets and other 
facilities. 

http:portion.of
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It does not include provision for rencwnl of equipment.
In fact the renewal of the inventory of equipiiint is notactually recognized at any point in the process. Pather,
rcplaceirnt equipirnt is charged as capitala expense and 
is included in li.'3-3. 

li'li-3 Qipital Ontlays. This catecrory of expense cuiprehends
ct,.li il.]outluys of all types expect those financed through
Rl\b-4 (prinvirily loans and grants) and very smll anxunts
financed frcwn the special accounts of the governorates and 
subsidiary local goverrnient units.
 

133-4 Loans. Wiben the local government is able to develop loans 
either directly from the central bank, the funds are 
source under guarantee fran the central bank, the funds 
are handled through WJ,\-4. 

2. The budgc ing and E.:enditure Process 

The initial budget estir:v;tes for the 3 BJOls are prepared by
different 	 groups in the city afninistratfion: 

T.\l 1 	 Is prepared by the personnel Dcpt; 

MJ 2 	 Is prepnred by the Heads of the various service 
depprtnvnts (such as water and sanitation); 

RA.J1 3 	 Is prepared by the Planning Dept. with the assistance of 
city cngineers and technicians (for siwill investment
projects or routing improvenxuits) or Gfiro based Ministry
engrineers (for larger and non-routine projects). 

At no time during the preparation of initial budget estimates 
the Ministry of Finance (NID') provide 

does 
any guidance concerning the

likely availability of funds thefor three budgets. 

:\f tcr the 	 inital estiingites are prepared the \ltiyor reviews the
budtrcts with his lircutive Council. Oice they 	 agree on the 
(!stiinj'tcs 	 thr \kiVor signs thevi nnd'presents tothei the City Popular
(buncil for approval. The Council is not aipowered to alter the IAB
I or I iJi 2 estinvites, but they can adjust the L\13 3 budget. 

OUce the City Counil approves the estinvtes they are forwarded
the GK)vcrnorate. Tle (c ,uernor's 

to 
Di rector of Finance caTbi nes all

the budgets froon ull jurisdictions and the various Governorate
)irectoratds. Then tlh. (j'vornor repeats the process perfonned bythe ,%y\'or and sulniits the estimates to the Governorate Popular

Council. 	 Again, only the RN\I 3 esfirate is subject to change, but 
even such change is fto.t unlikely. 
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The Governorate's approved estimates for EAB3 1 and A3 2 are sent to 
the Ministry of Finance in Cairo. HCF then schedules a hearing on 
the estinates which is attended by AIDF representatives, the 
Governorutes Executive Council, tile Secretary General of the
 
Governorate (representing the various cities and districts, etc.), 
the Governorate Finance )irector and the Governorate Controller. At
 
this neeting a "seni-final" decision is nvide on BB 1 and BAB 2 
bud,,et levels (final decision authority rests with the National 
People Council). 1lie budget levels for B3 1 (relatively 
inflexible) and IA3 2 are established on the basis of Min. Fin's 
esti;rktes of total CDL resources available and it is not related to 
estinmtes of revenue collection by the Governorate (such estimates 
do not even enter in the discussion). 

The Governorate's U\l3 3 estimate is sent to the Regional 
representative of the Ministry of Planning. he discusses the BAB 3 
estinute with Goverorate planning staff and then attenipts to 
"coordinate" the R,\B 3 estimates for all governorates in the 
Region. tice this is done he suthnits the caibined Regional [3 3 (a 
list of projects and related cost estimates) to Ministry of Planning 
in (CAiro. In Qiiro, IDP trims the J 3 3 estintite to fit the total 
national investnent funds availible and sulbnits the canbined 
national WOJl 3 to the People's Council. (Substantial debate and 
politicing occurs as local reprcser~atives try tormaxniize the 
projects initiated in their constituencies).
 

Wien the BAB 1 and R,3 2 budgets are approved in final form they are 
inevittably lower than the estinites submnitted (protion deferred, 

0&-',l budgets cut). if the Governorate's total IQ estimate is reduced 
30% (for exauiple) then each of the sub-unit budgets is also reduced 
3(Pu. However, there is sane flexibility since the Governorate 
Finance Dept. can reallocate funds between the various jurisdictions 
with approval of the Governor and Governorate Popular Council. This 
is not an uncamion prac-tice. 

The 1,\l 3 ,idget is a project list, hence it is final. Those 
jurisdictions with approved projects are the winners. Those 
jurisdictions without projects are the losers. 

'lie funds for RUJI-I and BAB 2 IIQ budgets are deposited in the 
Central Fank ((IIE) under the nane, of the Govrnorate. These funds 
iust be spent in the year for which they are approved or they revert 
to Min. Fin. atr year end. The R,1l-3 funds are now deposited with 
the National Investnint Bank (NIL) under the name of the Governorate 
and along with a list of approved projects totalling the funds 
deposited.' These funds cin now be carried forward into folloving 
fiscal years without reverting to NTF. 
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.%pc'cld it tre of H-Vi I funds is quite Straight forward. The City
Personnel ,t. pr .pa res the payioxnt vorrchers alrd tile City Finrance 
lDpt checks if they are accord i ng to approve limits. Funds are then 
dratw7 from the local branch of the (13E for use as payrnts. 

E.xpenditure of 11A. 2 funds is more carplex. A service tept. head 
(say Water Dept.) must sutnit a nmno to the City Finance Dept.
stating the purpose of the expenditure and estimated amunt. The 
City Fin. Dept checks th request against the line iten budgets in 
the approved 11-\132. If sufficient unenctgi'bered funds exist in the 
line iten budget, then the expenditure is vpproved and the line item 
budget is enCetnbered with the estimated anount. At the same time 
tihe City Contracts Dept. requests offers from suppliers. Mnen the
 
purchase is approvcd by the Fin. Dept. the Contract Dept. awards a 
purch.se orJer to the bidder selected according to bidding

crileri. 1%,ien the supplier del ivers the itern it is checked by the 
service dept. anid tile invoice is approved by them. The approved
invoice then goes to the City Fin. Dept. who chccks the RMB 2 budget 
to ensure the invoice is within the enculnbenance amount. The 
enetui)ennce is converted to a ecanitnent and a check against the 
loc~al CW, is propitrod -nid registered in the expenditure register.
All paylents i,rc by check for R*\1l 2 expenditures. 

E.xpendiitures for 1\I 3 arr, essontiilly similar to AID procedures.
(b'nt.rtlets to [c'r'oni, projet work are avwrded by clpetitive bid. 
(h, o contracts arc itwarded a contract account is opened in a local 
bank. Work orders are issued by tile city engineers. Progress
pay;innts are ntde according to physical progress approved by the 
city engineers. '11.e City Fin. Dept. checks all approved invoices 
nigz1 inst the contract and prepares cheeks as outline for LI3 2 
above. The funds Lre payment of lY,3 3 contracts are deposited 
annually by the NIl; in a local bank based on the City's estirrate of 
funds required. Ifmore progress is rmade than anticipated (and

hence more expenditures) further tranches can be drawn froin the NIB 
as needed.
 

Thc RU.ve:ur: (;o l1 et ion Process 

The (ity of Menici Pollects till of the fees and taxes permitted under 
Law 43 Article 51 (see PIS report). This includes "taxes or 
hettennent lcvies on real-estute' which hcnefitted from area 
imnproveic.:nt due to develoxnert projcts and activities." However, 
such "bettennent levies" are only collected when the owmer of a
"benefitted" prl'ptrty sells his orproperty builds on that properly. 

AlI revnues urc cull ,acted by the Revenue Division of the City
Finance lepartrmnt. 

http:purch.se
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Regarding water revcnucs (there are riot sewer revenues), the finance 
officers do not know what percentage of water produced by the city 
passes through water meters. They have no idea what percentage of 
neters were working. The procedure for collecting water revenues is 
as follows: 

1) A meter-reader (who works for the Revene Division) reads 
the niroters mnd reports actual usage recorded; 

2) 	 Each month the Revenue Division prepares a water bill for
 
each metered custoier based on eithe, a meter reading or
 
an estiny.ted usage (fron historic data);
 

3) 	 Each month every notered custaner is expected to cane to
 
the Revenue Ui vision, ask for his bill, and pay it;
 

4) 	 If a customer misses one month's payment, he is supposed
 
to be sent a warning notice, he has six months to clear
 
arrears;
 

5) If six ronths passes and the anount in arrears has not 
bee!n paid, the custmer is supposed to be disconnected. 

The finance officces estii te that about 80% of their customers pay 
their water bills prailtly, as required. About 20% are believed to 
be behind 	 in their payments, but few (if any) of these exceed the 
six month 	 notice period for disconnection. Although a register of 
billirgs and pawmnts is nivintained by the Revenue Division, no 
periodic infonation reported are prepared concerning payment 
arrears or arrears aging.
 

All revenues collected by the Revenue Division are recorded by than
 
and the inoney is deposited to the account of the Ministry of Finance 
(Cairo) in the local branch of the CIE. An info copy of all revenue 
deposits by the City is scnit to the Governorate Finance Dept. The 
Revenue l)ivision is audited at randem periods by inspector/auditors 

Ltfro- who are based in the Governorate. The heads of both the 
City and Governorate Finaee D)epnrtwrents are seconded fromi the NUF 
in Cairo. 

The Law 43 Special Account 

toth tle city and the Govcrnorate operate Special Accounts as 
provided for under Law 43. These Special Accounts are currently 
used to finance local devlopoict projects which are supposed to be 
finuncially self-sufficient: e.g. a cattle raising project, an ice
 
making plant, a Nile ferr-,, a local mini-bus service, etc. 
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A separate account is m.-intained for each project and standard
 
reports (balance sheet, incanc statment, and funds flow) are said
 
to be prepared for each project and for the consolidated Special

Account as a whole. 
A separate staff under the direction of the
 
city or Governortite Finiuw- e Director is responsible solely for 
these
 
accounts. 
The money in these accounts is kept in local banks and is
 
not subject to reversion to the IMF in Cairo.
 

Tie source of funds for these accounts is: 

) 
 Locally inp)osed (via Popular Council) surcharges on
 
various centrally decreed taxes and fees; e.g. a surcharge
 
on water bills, a surcharge on movie tickets, etc. (of

the surcharges collected by the city, 25% 
is sent to the
 
Governorate Special Account and 75% 
is retained by the
 
City's Special Account);
 

2) 	 Lonns fron local banks
 

3) 	 The retained earnings of 
the various Special Account
 
projects and services.
 

The funds 	in the City's Special Account are under the control of the
 
control of the .1.yor, but each project has its on manager who 
initiates requests for expenditures. Such expenditures are said to 
be subject to the SuJiLK accounting at.J control processes associated 
with other local expenditures. 

The City's Speci:al Account can be audited at 
any time 	by Governorate
 
or DF inspectors. M)Il 
 audit staff located in the Governorate were
 
said to prcpare 
a ccnplete audit of the Special Accounts at the end 
of each account ing year. 

The finance officors all agree (strongly) that Special Account funds 
should be used pri-.,,irily for "profit making" investmnts and not for 
"service" projects such as water distribution which earn no profit.
They agree that if there "extra" funds in the Special Account were 
avail!ble they couild be used for "service" project. The chief 
objection toward using Special Account funds to finance water
 
projects were:
 

1) 	 These projects should be provided Through WlA13; and 

2) 	 The extra revenue generated by extending metered water
 
would go to the (I).and not back into the Special Account.
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• The (ivwernorite id Citv Accouit in-" (pterations 

,rhe Fintince Departimnts of both the City and the Governorate have 
accounting operations that appear quite ndequate for the control of 
budget, expcnd i tures, arid revenue collection. Both the departmnents 
hrive sufficient staff (thtough the degree of over-stuffing rnd the 
levcl of staff ability is not knovm). 

The departalrts are oriented towards book-keeping and expenditure 
control. There was no evidenee of the departnimnts preparing any 
inc.ininful form of financial mngcrsnt infonration. Nevertheless, 
within their "terms of reference" the departments foTns and 
proeedures (which are uniform for all of Egypt) appear to be sound 
and properly adhered to. These are well organized and properly 
nanaged departments which are quitc adequate for handling funds 
under the proposed project.
 

znw±
'rThe tul Qipital P;nn i!!.7 P,'oeess 

Uirlv in the calendar year governors (al of whon are nmbers of the 
Council of Ministries) advise tll the local units in the 
govemrnorates about general policy mnd national priorities and 
provide thic, ,it h a road n the Nat i ona]1. 1 Budget%% ' out Ini of ves tncnt 
as roc(ti rinde'd by the Courc I of Mini stries that will be sutni tted 
tc the Pa rliui mlt f6r eonsi dorat on, imi.rmdxnt, and adoption. 

Given the total N. tioniI lnvestni:nt Budget, the Minister of Planning 
will prepare a gcneral breakdo m of this budget. After discussion 
with other Ministries he proposes how much should be allocated to 

<.h ministry and to the headquarters of the governorates--subject 
to the approval of the Council of Ministries. In turn, each 
min'ister, with the dssistance of the Minister of Planning will 
tentatively distribute a portion of his budget for investment 
('A13-3) to the govrnorates. TI'his tentation distribution is 
discussed at length with the Council of Cvernors. Tie budget for 
R\B-3 ieadqiuarter expenditures will also be divided between the 
,,.)ve!,ur'tes taking into consideration soane of the high priority 
)rol.rarns 8. 

In %hrcl/Apri1 of each y'ear, the governors know approxintely how 
rtich e ch is Iikely to receive in 1l3-3 fund4 for headquarters
finetions; the ministers litve a rather general idea of their budget 
md how iuch will he itlloc ted to each of the governorates and they 
reportedly advise their local directors of those amounts which can 
1)e used is guidelines in the preparation of budget proposals. 
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Whliile this is happening in Cairo, each of tile local units of each 
governorate is trying to put together its proposed investment 
budget, For each local unit (such as a city) this is the 
responsibility of the planning officer for the headquarters

functions and of tile local representatives of the various Cairo 
ministries (who usually iork with and report to a Director of that 
function at the governorate level). They prepare the list of 
proposed expenditures for their respective sectors. At the city,

rmarkaz and village-council level, capital budget preparation is
 
usally initiated by the elected council and coordinated by the
 
ad,;inistrat~ve officers nentioned above so that all the needs for 
projects as perceived and expressed by the people can be properly

recorded in the MB-3 "plan". Although same priorities nay be 
expressed, no attempt is nide at nmking accurate costing of the 
requests because of a lack of available expertise at that level of
 
governmrit and also because this is perceived by the elected council 
as a would-be interference in the administrative branch of the 
goverwient. 
 In other words, this process of listing all the
 
proposed investni-nts is a prerogative of the elected councils at 
the
 
local level ani they seein really neither willing nor 
interested in
 
getting too deeply involved in a real budgeting exercise.
 

As the president of the elected council in one city said:
 

"As long as we have no power to levy taxes as we see fit, as long as
 
we have no heirarchy to help us beccee better informed, as long as 
we have a 100 percent grant finnced budget, why should we try to do 
serious budgeting? We sirply ask for anything we need, as much as 
we cz n think of and v ait, without too twiny illusions, for Cairo to 
provide it. When Cairo decides we are ready and mature, then we
 
will be ready to shov.' them. Meanwvhile we will state our needs and
 
do no more. Right 
now we are giving Cairo the benefit of the doubt

that they are doing their best to solve enormous national problems. 
But if we ever discover that we are being dealt with in an unfair
 
way, then we will do sonething about it." 

In any event, the request for capital expenditures of the city are
 
compiled by the city executive council and sent to the governorate.
These are assucibled by the chief planning officer who presents then 
to the executive council. Since the councit includes all the 
directors who have received thei r guidelines frorn Cairo, it would be 
possible to make adjustnxwnts at this level to mavIke it confonnmore 
closely with the tuirnunts that are likely to be approved in Cairo. 
However, such changes in the proposed budget subjectare to 
acceptance by 
the elected council of the governorate. It often
 
insists that the "needs of the people" should go all 
the way to 
Cairo and be at lest seen there, .even though the likelihood of 
ucceptance is raixt)e. 
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It appears, frxin examinntion of the records nuide available that
 
althou;,h L1\11 3 headquarters "approved" budgets reach the governorate 
on tine for the beginning of the fiscal year, the other expenditures 
of B.M\3 (i.e., those budgeted through the ministries inCairo) arc 
not made available until so,ctime after the beginning of the fiscal
 
year. These appear in the records after the beginning of the year
 
as elelients of the "adjusted approved" wmunts.
 

In the final accounting for the year, the governorate shows for BAB 
3 the original appropriations consisting solely of the headquarters 
portion. The "amendei" appropriations show the adjusted 
headquarters funounts as well as the amounts eventually allocated 
from the ministries in Cairo. (No trace is available as to the 
tines at which such ministerial appropriations are provid6d to the
 

governorate and the extent of adjustments therein during the fiscal
 
year, if any:)
 

In sLamitry, it sears that the annual capital planning process is
 
nuirked by rvjor irrationalities:
 

The entire process of project initiation is based upon the
 
perceived needs as stated by the village-councils, the
 
municipalities, the markaz, and the governorate itself.
 
It is comiiplicated by the fact that essentially it is a 
ca;)i ntlon of requests from these various sources, 
including the directorates within the governorate, without 
any meaningful, strong, and effective coordinated 
planning. I1le general attitude seens to prevail to the 
effect that this is an opportunity to participate in an 
essential political process of assuring everyone that his 

requests have been properly transmitted to the central 
goverrnnt. None is willing to assume responsibility for 

attaipting to bring the list of requests into any basic 
integrated whole or to provide a caoprehensive plan within
 
each it.rkaz and governorate.
 

B. It is carried out without the advantage of long-term
 
col rehensive operating programs and program objectives 
and also without the benefit of canprehensive physical 
develorirnt plans for the urban area. (Recognition of the 
need for such plans for such plans has been forthcaiiing 
from two snurces: the i'ceneral Orgunizntidn for Physical 

Pl:mining ((D)I)), which is preparing conprehensive physical 
develoj~lint plans for 4--nia and Beni Suef and, the 
GCvenror of nyowun who sponsored a 20-years development
 
plan for the city of Fayoun.)
 



Annex 0
 
Page 10 of 12
 

C. 	 Except for the relatively snxil] "headquarters" ele3rrnt of 
the capital plan, there is little evidence of useful 
interfnce at the local or national levels between the
 
various projects being pursued.
 

1). 	 The entire process is accomplished without it being fitted
 
into any fraiework of 'iscal discipline, i.e., within any

definition of funds likely to be avnilable. 
 It is also
 
done without the benefit of effective pricing techniques
for many itans, especially the more complex projects. 

The exainnation of the budget by the executive council of the
 
governorate should be the point at which the proposed budgret could
 
be nv,.de into one integrated planning document for the entire
 
governorate. 
This could also be iIkide in the light of allocations
 
under 
the 5-years plan and within budgetary guidelines of the
 
central goverrinent. It would optimize the response to the priority

needs of the governorate. At the same time, governorates and local

units should retain the right 
to set forth needs that cannot be
 
accam-K)dated within either the five year planned amounts or current
 
fiscal guidelines. 
Oily by such nlthod can such needs be presented

to policy-making levels. 
 The reasons why it see[is difficult to

achieve this result do not 
include any inability of the local people
to nvnage their omn affairs. Training, appropriate staffing, and 
the existence of a ijimgi!nent infonivtion system at the local level 
would enable elected officials to perforn a very credible planning

and budgeting function. However, the powerful grip that is held
 
over the processes of budgeting by 
the Cairo 	bureaucracy would
 
probably not pernit this, except under strong ministerial pressures.
 

7. Approved Cpital Budget
 

The approved capital budget ite'.S 
for the governorate can be divided
 
into four general categories.
 

1. 	 The governorate receives a lump-sun amount for 
its
 
headquarters capital expenditures with sane guidelines as
 
to how it should he distributed tmong various functions.
 

b. 	 The centril ministries with directorates at the
 
governorate level receive gross arqpunts for capital

expenditures for their respective functiors and make
 
allocations there fron to the directorates within the
 
governorates.
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C. 	 The other min'istries and independent agencies receive
 
gross mnounts for capital expenditures for their functions
 
and subsequently nwke deterniriat ions of the amunts to be 
used for projects to carried out 
in the respective 
governorate s. 

d. 	 The governiorates are provided with scne 
funds for 	various
 
economic investments. (InExhibit A-1 the amounts are 
shown in the final category of presentation).
 

For the headquarters, the allocation to the goverorate by function 
(or proect categ:rics) is distributed among nvirkaz and local units 
by the governor and his executive and elected councils. For the
 
directorates in each governorate, allocations are generally made by

the ministries, in lunp-sumn arounts, with distributions being worked
 
out largely by the directorates subject to approval by the Executive
 
Council and the Elected Council. For the economic investrrient
 
projects, the allocations to each governorate are on a project (line

item) basis; they cannot be used for other than the specified

projects. For the independent agencies and the governorate are
 
detenined by than, frequently after consultation with the governor.
 

C. nclu sions 

iEknv of those deficiencies in planning arise frcoin the absence of
uImnga~~~t irfons-.tion s.stans at the local level, so toessential 

tlc proper planniir and nctuinist:'ation of the functions of local

gov'rrri'cnt 
 that are deo;endenit upon physical infinstructure. N,,st of 
the caiplcx elea, nts of design are essigned to the central 
ministries or speciailized agencies in Cuiro. Operating officials 
are frequently anvzingly able to keep the syston in good operatirn
condition; however, their expertise is likely to be more nt.chanical 
than in the planning evaluation oispects of artninistration. Even so,
this expertise seanzs to be little utilized in the planning and 
design rocess. 

N ith a good nrvvngtinrt informnation systan, the local jurisdiction
would be able to develoD a long-term cmprehensive operating plan
and program for the perfonnance of the required services as well as 
a long-teen physical developnint program under which the ecormunity

%,.ould exepct to build and/or caiplete the needed infrastructure. 
'IleiCO.PP is atteinjting to develop canprehensive physical develoxnent 
plans for Aenia and heni Suef. In Fayoun a emprehensive plan is 
being developed under contract with the University of Cairo. These
 
are useful services; however, there work out 
the means 	of execution
 
of the proposed cunprehensive physical dove)opanent plan or to make
 
adjustmmnts in the snelzdules for execution due to unforeseen
 
devc lopnunt s. 
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Until aind unless a new aipproach to plannincg is achiell"d at the local ­
level and the planing officers are appropriately qualified for the 
tasks ini licit in their job titles, it is likely that both the
 
five-year planning and the annual planning processes %ill be little
 
more than unproductive paper exercises, of limited utility at 
decision-nmaking levels in Cairo. 

A more fundtnental problem arises in connection with the duality of 
the process of planning at the guvernorate and local unit levels. 
With the officials responsible for delivery of most local services 
having heahy responsibilities to their counterparts in the Cairo

ministries, the ability of any local planning p.-vcess to coordinate 
these largely independent operations is limited. It happens only

when the governor is very powerful politically and is able by the
 
force of his personality and political position to enforce

coordination. Within the present frainework, there is insufficient 
reward for him to risk the full 
use of his authority upon this
 
course. 

\'2
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Waiver of Fixed Amount Reimbursement (F.A.R.) Financing Limitations
 

The Project contemplates a significant amount of co,=Todity procurement
 
from local stocks to be made by the GOE - participating entities with 
Eovtian pounds purchased with Project furnished dollars. These 
purchases will be made in accordance with AID policy set forth in A.ID. 
Handbook 1, Supp B, Ch. 20 "Fixed Amount Reimbursement". 

In order to make effective use of this F.A.R. feature of this project it 
will be necessary to waive at the outset on a blanket basis one
 
restriction pertaining to the purchase of imported shelf items of AID
 
Code 935 origin otherwise permitted under AID H.B.1, Supp B, Ch. 18.
 

Ch 20 requires that source waivers be obtained when the estimated value
 
of Code 935 origin commodities procured to carry out the FAR component of
 
the activity exceeds 25% of the estimated total cost of the comnKodities
 
elerent of the FAR activity. It is expected that the total costs of such
 
Code 935 corxncdities to be proc~red locally will exceed 25% of the total
 
cormzxdities required for the F.A.R. element of the Project. Ch 5 
establishes criteria upon which a source waiver may be granted. Although 
Ch 20 is not clear on this point, it is probable that A.I.D. in order to 
exceed the 25% FAR limitation should execute a source waiver in the same 
manner that it does in order to exceed the similar 10% limitation under 
AID H.B. 1, Supp B, Ch 20 for Local Cost financing. For the reasons 
explained below, a source waiver appears justifiable as recognition of a 
circumstance critical to the success of Project objectives, one criterion 
(Ch 5B 4b7) established by AID as justification for a source waiver. 

The supporting rationale for this blanket waiver centers about the major

emphasis on decentralized local procurement of services and commodities.
 
The nature of the project purpose which seeks to promote decentralized
 
management and implementation of many sub-activities makes it necessary
 
to pass on a wide range of procurement actions to the participating

cities. The project will encourage the GOE to allow the cities to make
 
their own decisions regarding the final definition of projects they
 
undertake and, within the confines of sound technical, economic, and
 
financial viability, permit implementation including procurenant, free
 
from the cDnstraints of the central government. For AID to pass on to
 
the GOE a set of local cost limitations would not be consistent with the
 
scope or the spirit of this project. Moreover, there is a practical
 
reason to waive the limitation for local cost financing. Egypt has had
 
little commerical contact with the United States over the last 25 years,
 
thus Egypt has not been a traditional trading partner of
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the United States, and US orign material of the type which would be 
purchased locally, off the shelf, under this Project is not generally
 
available here. We expct that a majority of the goods and services
 
procured will have Egyptian source and origin but a significant number of
 
transactions would undoubtedly involve goods having their origin, but not
 
sour-oe in AID Code 935 countries, as Western Europe and Japan both 
constitute major suppliers of goods to Egypt. Ihus, given the
 
decentralized nature of emphasis of project procurement, and the types of
 
comredity procurment conteirplated the 25% total amount limitation for FAR 
commodities must be waived if the project is to proceed in effective
 
fashion. If this is not done, the Mission will be faced with a
 
requirement of making literally h-,ncreds of special transaction by 
transaction waivers. Waiving in blanket fashion the enumerated
 
limitation will enable the Project procu.,rnmnt to proceed expeditiously
 
and greatly support the decentalization emphasis of the Project.
 

Recommendation: 
We recommend at the outset of this project that recognition be given to 
the complex and extensive decentralized procurement require.wnts of this 
activity and that a waiver be granted to Chapter 20 of A.I.D. Handbook 1,

Supp B which will permit procurement in Egypt of co.modities of Code 935 
oriain withcot regard to the 25% limitation.
 

T'he waiver and necessary certification have been included in the
 
authorization for the Project.
 



PROCUREMENT SOURCE WAIVER
 

DRAFTED: NE/TECH/SARD, John V. D. Lewis
 

INITIALED: _______.____ 

WAIVER CONTROL NO. : NE-81-039
 

PROBLEM: Request for Procurement source/origin waiver from Geographic Code
 

000 (U.S. only) to Geographic Code 899 (Free World).
 

(a) 	Cooperating Country: Egypt
 

(b) 	Authorizing Document: 263-0127
 

(c) 	Project: Provincial Cities Development
 

(d) 	Nature of Funding: Grant
 

(e) 	Description of Goods: General/miscellaneous construction materials
 
and equipment
 

(f) 	Approximate Value: $10,000,000
 

(g) 	Probable Source/Origin: Egypt/Free World (Geographic Code 899)
 

(h) 	Source Waivers Granted for Procurement of Imported Shelf Items
 

DISCUSSION: The Project contemplates a significant amount of commodity procure­
ment from local stocks to be madc by the GOE - participating entities with
 
Egyptian pounds purchased with Project furnished dollars. These purchases will
 
be made in accordance with AID policy set forth in A.I.D. Handbook 1, Supp B, Ch.
 
20 "Fixed Amount Reimbursement".
 

In order to make effective use of this F.A.R. feature of this project it will be
 
necessary to waive at the outset on a blanket basis one restriction pertaining
 
to the purchase of imported shelf items of AID Code 935 origin otherwise permit­
ted under AID H.B.I, Supp B, Ch. 18.
 

Ch 20 requires that source waivers he obtained when the estimated value of Code
 
935 origin commodities procured to carry out the FAR component of the activity
 
exceeds 25% of the etimated total cost of the commodities element of the FAR
 
activity. It is expected that the total costs of such Code 935 commodities to
 
be procured locally will exceed 25% of the total commodities required for the
 
F.A.R. element of the Project. Ch 5 establishes criteria upon which a source
 
waiver may be granted. Although Ch 20 is not clear on this point, it is probable
 
that 	A.I.D. in order to exceed the 25% FAR limitation should execute a source
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waiver in the same manner that it does in order to exceed the similar 10% limita­
tion under AID H.B. 1, Supp B, Ch 20 for Local Cost financing. For the reasons 
explained below, a source waiver appears justifiable as recognition of a cir­
cumstance critical to the success of Project objectives, one criterion (Ch 5B 
4b7) established by AID as justification for a source waiver. 

The supporting rationale for this blanket waiver centers about the major emphasis
 
on decentralized local procurement of services and commodities. The nature of 
the project purpose which seeks to promote decentralized management and implementa­
tion of many sub-activities makes it necessary to pass on a wide range of procure­
ment actions to the participating cities. The project will encourage the GOE to 
allow the cities to make their own decisions regarding the final definition of 
projects they undertake and, within the confines of sound technical, economic, and
 
financial viability, permit implementation including procurement, free from the 
constraints of the central government. For AID to pass on to the GOE a set of 
local cost limitations would not be consistent with the scope or the spirit of 
this project. Moreover, there is a practical reason to waive the limitation for
 
local cost financing. Egypt has had little commercial contact with the United
 
States over the last 25 years, thus Egypt has not been a traditional trading part­
,ier of the United States, and US origin material of the type which would be 
purchased locally, off the shelf, under this Project is not generally available 
here. We expect that a majority of the goods and services procured will have 
Egyptian source and origin but a significant number of transactions would undoubt­
edly involve goods having their origin, but not source in AID Code 935 countries, 
as Western Europe and Japan both constitute major suppliers of goods to Egypt. 
Thus, given the decentralized nature of emphasis of project procurement, and the
 
types of commodity procurement contemplated the 25% total amount limitation for
 
FAR commodities must be waived if the project is to proceed in effective fashion. 
If this is not done, the Mission will be faced with a requirement of making
 
literally hundreds of special transaction by transaction waivers. Waiving in
 
blanket fashion the enumerated limitation will enable the Project procurement to
 
proceed expeditiously and greatly support the decentralization emphasis of the
 
Project. 

We recommend at the outset of this project that recognition be given to the com­
plex and extensive decentralized procurement requirements of this activity and
 
that a waiver be granted to Chapter 20 of A.I.D. Handbook 1., Supp B which will
 
permit procurement in Egypt of commodities of Code 935 origin without regard to 
the 25% limitation.
 

The waiver and necessary certification have been included in the authorization
 
for the Project. 

PRIMARY JUSTIFICATION: Miscellaneous off-shelf imported materials and equipment 
which have their origin in AID Geographic Code 899 countries are essential to 
the locally executed subprojects in this AID-financed decentralization project

using local cost financing. Because of this, a source waiver is justified per 
Handbook 15, Chapter 2B6a(l)(g). 

CERTIFICATION: Exclusion of procurement from Free World countries other than 
the cooperating country and countries included in Code 941 would seriously impede
 
attainment of U.S. foreign policy objectives and objectives of the foreign as­
sistance program.
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AUTHORITY: Authority to ,aive 'the provisions as requested herein is contained
 
in IDCA Delegation of Authority No. 1. This waiver request is in accordance
 
with policies and procedures cited in Handbook 1, Supplement B, Chapters 5B4d
 
and 18A4b.
 

Clearances:
 
GC/NE:T. Carter Date: __'___" 

SER/COM/NE:R. Looper / ,-7 Date: 
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RW-'L. 'i:TION TO AJOPJIZE PU f1SE OF LOCL CU RREN Y WITH DOLLLAR 

Over the life of the Project, $75,000,000 will be used to support F.A.R.
 

construction activities for the three Provincial Cities and local 
currency expxenditures for specific items in support of this project. It 
is envisioned that local cost financing will be made available to the
 
governorates/cities through the Ylinistry of Planning for project 
implentation for disbusrsement in accordance with the agreements 
reached between USAiD and GOE in the Project Agreement and subsequent 
letters of irolerrentation. 

One reason for authorizing local cost financing is that this represents
 
an additional real resource to the Egyptian economy and provides an 
incentive for the Egyptian Government to iniement new initiatives that
 
otherwise it might not be able to undertake. The use of existing U.S.
 
owned local currency to fund local costs of construction and related 
conmiodities would add no additinal real resources to the econemy. Given 
the GOE's need to restrict the growth in the money supply to correspond 
to the growth in real resources ii the economy, the inflationary impact 
of using U.S. - owned local currency would have to be offset by reduced 
GOE disbursements of other programs. 

Conseecntly, if U.S. own d local currency were used for all the Egyptian 
pound costs associated with this project, it is doubtful that the GOE 
could enter into this agreement, since they would have to sustain 
budgetary cutbacks in other areas. Given the above considerations and 
the fact that the Provinical Cities Development Project is consistent 
with the Congressional mandate of the Foreign Assistance Act to undertake 
activities designed to improve the economic position and quality of life 
of the poor majority and will have an important impact in the Provincial 
Cities of Menia, Beni Suef, and Fayou,m, we have concluded that local cost
 
financing should be authorized.
 

The Mission has considered the use of U.S. m~ned Egyptian Pounds to 
finance these local currency costs. However, because of the high level 
of activity in Egypt over the past three years all U.S. owned local 
currency has been prograized and there is none available for this
 
Project. The allocation plan which was suhmitted hy the U.S. Erbassy, 
did not include this Project. Furthermore, if U.S. owned Egyptian Pounds 
were made available to this Project, there would be an inevitable 
inflationary impact on the Egyptian economy which would probably provoke 
a corresponding reduction in further A.R.E. disbursement against other
 
priority activities. Accordingly, to carry out the Project itwill be
 
necessary to purchase Egyptian Pounds with AID Dollars.
 

Based on the foregoing, USAID requests that it be determined that local 
cost financing w.ith dollar appropriations be authorized in accordance
 
with Section 612 (b)of the Foreign Assistance Act. The authorization
 
contains the necessary determination.
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COTF DTCE'!TrALI7ATICN AND THE INDIVIEUAL INFRASTRUCTURE 
FU.-PROJFTS. 

r- WHILE- TE "-AC AGREED WITH MISSION RATIONALE FOR 
DIECT 0,RA,TIN, IT IS SUGESTED TEA ]HE .. ASSESS THE
 

MISSICN STAFFING INPLIC.TIOIS OF AN AID-DIRECT TA/A AND
 

V.Y "-'ISE TO ,OS-ER ALTERIVECONTRACT. MISSION 
T 

v 

O.w OF 	HOST COU4TRY COJTRACTINl CNSISrANT ",'ITR THER 

' PROJECT'S ECITFALIZATION GOALS. IN THE EVE'T THAT TEE
 

. RC A?-DIRECT CONT.,TIN,NT.'DS I,.,T
0 T SOULD
 
ALSO I,,".'I1CAT " HO! MISSION STAFF WILL BE ALLOCAIED To
 
AIAGE TE CONTRACT. SIMILARLY, THE PP SHOULD SPELL OUT
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' A.' D TE r'-AC WAS CCC.NED TEA.T
OreST C.:,:r CC 

A!ILY CO ,MITI-D 	 AND 
ARE .TD)ADY;ISSIO, E::':E--s 	 TOB2 RRA:E.'GDOJECT s:U LTT71S -V1r0.;TO FOR THIS SCARCE 	 RESOURCE.,II7IZ? A EZD DEt'VA',D 

LOP
THE ENiTIRE DOLS 5- MISSION 

r7 Tn.? X':r S2GO?TS- T.AT 	 FY 81. TEE NEAC- D FOR OLI ATION I,!

E. COtS IDR
 
EN SURE PROER USE OF THE
 

TEAT THE t4ISSICN SBOULD 	 EFLT 	 CONTROLSAPPROPRIAT
y $rR ?UNVIAUTIES THROUGiU
T'rS ANNUALU. IAL DISnURSE;.Z-:TS,

FUCF AS CP S TO C BIALUATiCN, "EASURES OF PROGRESS INCAL 
RESOS ILIIY, D-TAILED!TLII;:C- FISCATL 	 SUB-

TO?UROSE APEARS
E72.. NO SIGNIFICANT

P?.3J CT RFVIE''S , 	 PARTS SOINTO TWOTHE OBUIGATION 
'D- SFR77:' BY SLI'TI:G ?FECTTVE CO.NTROLS OVER

' R TESI?0CC?LON'" -S--. 
N , A T' 

-T
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